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I NEED SCARCELY REMIND you that price 
controls and wage controls are some- 
times called direct controls. They are 
necessary because in time of war, and 
during the period of extraordinary ex- 
penditure for armament because of fear 
of war, no government has the fortitude 
or the political indifference to tax heav- 
ily enough to withdraw a sufficient 
amount of purchasing power from the 
demand side of the price-level equation, 
thus making necessary the imposition of 
these direct controls on the prices of 
products and the prices of labor. 
Anybody who administers a wage 
stabilization program, as indeed any- 
body who administers a price stabiliza- 
tion or control program, doesn’t have to 
dope out a brand-new system of wage 
rates or prices. A wage stabilizer in- 
herits two things. He inherits a structure 
of wage rates, wage rates for different 
jobs in different localities in various 


‘relationships one to the other, and he 


inherits a general level of wage rates 
throughout the country. 

And his job, if he tries to do a job, 
is to keep the general level of wage rates 
from rising and at the same time per- 
haps correct any inequities that may 
have arisen within the general structure 
of wage rates before the controls were 
imposed. 

Against that background and with 
these thoughts in mind I should like to 
address myself to a few of the things 
that we learned at the War Labor Board 
from 1942 to 1945. 

In the first place a wage program can 
only be devised and operated in the 
economic and political context of the 
time. It is not something that comes 
from the minds of theoretical college 
professors, for it must be geared to 
reality. 

In the second place, a wage control 
program, like any law, must have at 
least three characteristics. It must have 
economic sense; it must have political 
feasibility; and it must be administer- 
able. In other words, a wage rate control 
program is not only an economic prob- 
lem; it presents also a problem in 
human relations, that is to say labor- 
management relations, and a problem in 
government. 

Third, a wage control program should 
interfere as little as possible with the 


Adapted from a paper presented to a meet- 
ing of the Trade and Industry Law Institute. 


Wage Stabilization — 


Principles and Problems 


By CARROLL R. DAUGHERTY 
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Some of the lessons taught by past 


experience about Wage Stabilization. 


A well-qualified analysis of the impor- 


tant fundamentals related to one of 


democracy’s most complex problems. 


normal processes of collective bargain- 
ing between management and _ labor. 
We have come in this country to believe, 
most of us, that sound human relations 
between management and labor are a 
manifestation and expression of the 
basic democratic principle of compro- 
mise and of living together. Obviously 
when an authoritarian measure, and it 
is authoritarian, such as wage rate con- 
trols, is imposed, it does things to the 
freedom to make the economic de- 
cisions that come out of free collective 
bargaining. 

Fourth, and this must be emphasized, 
we learned, of course, the very close 
and intimate relationship between wage 
rate control and price control. There is 
no effective price control in the end 
without effective wage rate control, and 
the reverse is true. There is no effective 
wage rate control without price control 
at the retail level. | shall come back to 
this point in a moment. 

Another thing we learned, and this is 
a lesson I shall mention and develop, is 
that just as product prices cannot be 
used in wartime to allocate non-human 
resources and products, so wage rate 
controls and wage rate increases can’t 
be used to allocate manpower. The prob- 
lem of manpower allocation, since it 
involves the movement of human beings, 


is a delicate one and we had a seni- 
authoritarian, semi-voluntary system 
during the last-war, mostly voluntary, 
that worked tolerably well. 

We soon learned at the War Labor 
Board we could not use wage rates as a 
way of getting labor to where it was 
needed. If in a community there are 
100,000 jobs and 80,000 people, you 
don’t get the labor where it is needed by 
raising wage rates in plant A. Because 
when you have increased wage rates in 
plant A, you have created an inequity 
for plants B and C and so on, and they 
will be pounding at your door and ask- 
ing for similar increases, and in the 
end all you have done is to increase 
labor turnover and increased the general 
level of wage rates in the community. 

The way to close the gap between the 
number of jobs such as 100,000 and the 
number of workers such as 80,000 is to 
increase the number of hours worked 
per week, increase the number of em- 
ployees (women, young people, and 
other groups) and increase the amount 
that each produces per hour. 

Now the context in which the wage 
controls that I am about to describe very 
briefly were imposed in 1942, was one 
of intense organizational activity on the 
part of organized labor. They had made 
very great organizational gains up until 
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1942, but the tight labor market that 
came with the accelerated defense pro- 
gram and then the war program gave 
organized labor a great opportunity to 
unionize additional millions of workers. 


One of the ways, of course, you get 
unions over to workers, is to promise 
them something and usually you pro- 
mise them increased wage rates. So it 
was in part against that background that 
wage rate controls had to be imposed. 

Another thing was a divided labor 
movement in America, the rivalry 
among labor leaders to see which could 
do the best for the workers he was trying 
to seduce into unions. In other words, 
with a divided labor movement, with 
CIO versus A. F. of L. and other inde- 
pendent unions, the problem became 
much more difficult than it would have 
been with a united labor movement with 
some maturity that had had time to 
develop and impose on itself some 
voluntary restraint in the matter of the 
increases they wanted. 

In this situation today we still have a 
divided labor movement. We have, how- 
ever, labor rather well organized today 
compared to the degree of organization 
in 1942. And here is another thing that 
has already happened today that hap- 
pened in 1942. When the wage rate con- 
trols were imposed they were imposed 
after certain groups of workers, in fact 
about two-thirds of them according to 
the figures of the Bureau of Labor 
Statistics, had already obtained sizable 
wage rate increases. In other words, 
there was a situation in which there were 
some laggards. About one-third of the 
employees of the country for lack of 
organization or for other reasons had 
not kept pace with the other two-thirds 
from 1940 to 1942 in obtaining wage 
rate increases. 


The same thing exists today. There is 
beginning to emerge a pattern of wage 
rate increases in aluminum, automo- 
biles, rubber, steel, and so on. There 
have been wage rate increases of various 
kinds in various agreements voluntarily 
arrived at by management and labor. 

Now characteristic of the agreements 
that have developed in the last year is 
the trend started by the General Motors- 
United Automobile Workers contract, 
where wage rates rise more or less auto- 
matically and keep pace with increases 
in the cost of living and with the na- 
tional average increase in labor pro- 
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ductivity. These changes, I. repeat, be- 
come more or less automatic under the 
contract. 


Not all other contracts have been de- 
vised in the same manner, but there is 
always provision for frequent wage rate 
reopening in connection with the pos- 
sible increases in the cost of living. 


DEVELOPING A “FRAMEWORK”’ 

Now, the War Labor Board’s program 
in the main, and I haven’t time to outline 
its details, of course, had a little social 
welfare in it, in that (a) there were pro- 
visions for certain increases for what we 
called substandard workers, very low- 
paid employees, and (b) the increases 
that were granted by the War Labor 
Board were granted in cents per hour 
rather than percentagewise in order to 
give the largest percentage increase to 
low-paid workers. Those you may call 
the social welfare aspects of the War 
Labor Board program. But for the most 
part the War Labor Board program was 
designed to hold down the general level 
of wage rates through the Little Steel 
Formula and through a system of pre- 
venting increases that I shall mention in 
a moment, above a certain line. 


The task of dealing with the structure 
of wage rates and the inter-relationships 
among occupational and industry rates 
was handled by the so-called interplant 
inequity program, the so-called. bracket 
system whereunder for a given job in a 
given labor market area no employer or 
union in agreement with him was al- 
lowed to raise wage rates above the 
so-called minimum of the bracket, the 
minimum ideally being imposed about 
ten per cent below the weighted average 
for such wage rates but actually in prac- 
tice being determined to be sometimes 
five per cent, sometimes actually at 
about the weighted average of wage 
rates. But whether the line was drawn 
at the weighted average, five per cent 
below, or ten per cent below, was not 
very important (although I must admit 
it seemed terribly important to me then) 
because actually there was a line beyond 


_Which, except in so-called rare and un- 


usual cases, and there were only a few 
of those for manpower reasons, manage- 
ment couldn’t go or unions with man- 
agement couldn’t go. 

The Little Steel Formula was designed 
to give those one-third of the workers 
who had not received a 15 per cent wage 


rate increase after January, 1941, the 
amounts that they still had coming 
under the 15 per cent formula. In other 
words, we took the average overall earn- 
ings in a given plant and multiplied 
them by 15 per cent and then deducted 
from that figure any wage rate increases 
that had been given since January, 1941, 
and if anything was available, they got 
it in cents per hour; otherwise there was 
no increase under the Little Steel 
Formula. 

So the basic idea of the old wage pro- 
gram was to hold the general level of 
wage rates by means of the Little Steel 
Formula and by means of the wage 
bracket system. 


AREA AND INTER-PLANT INEQUITIES 

But seventy per cent of the cases that 
came to the War Labor Board were of 
the so-called inequity kind, inter-plant 
inequity kind, that had to do with the 
relationship of wage rates, one to the 
other, in a given labor market area. 


In the early days, in attempting to 
hold this inequity wage rate line the 
War Labor Board at first devised a 
policy that made a lot of economic sense 
and a lot of political sense, but it was 
completely unadministerable. This was 
because the War Labor Board had ap- 
proached the program in a piecemeal 
sense by means of dispute cases; the 
wage controls were not imposed until 
September, 1942, but the War Labor 
Board had functioned since January and 
had decided a number of important 
dispute cases. 


As a matter of fact, the Little Steel 
Formula itself was devised from the dis- 
pute case that arose between the United 
Steel Workers and the Little Steel 


Companies. 


It was in the Chrysler case that the 
inter-plant inequity doctrine of the War 
Labor Board was made clear. 


Chrysler workers came to the Board 
in the dispute case asking to be brought 
up to the wage-rate level of the other 
major automobile companies. The Board 
denied in this dispute case any increase 
to the Chrysler workers. They said that 
it was customary, it was of historical 
record, that Chrysler workers’ rates were 
lower than the rates paid by Ford or 
General Motors and, therefore, the Board 
would not disturb that historical rela- 
tionship even though in absolute cents 
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per hour the Chrysler workers were 
lower. 

Now, when the Board was given the 
job of controlling all wage rates in the 
country and not only those involved in 
dispute cases, the Board tried to apply 
this Chrysler rule. But in order to apply 
it we had to get information other than 
those given us by applicants who, of 
course, were self-serving in the data that 
they furnished us. We had to get infor- 
mation that was satisfactory to us. That 
meant in every case going out and mak- 
ing an investigation of wage rates, and 
there was no organization in the Bureau 
of Labor Statistics, or any other agency, 
that was big enough to give us the in- 
formation in time to make a decision. 
As a result, if you have no information 
on the basis of which to say “no” you 
always say “yes”, and when you say 
“ves”, you usually create other alleged 
inequities. Ten other companies come 
knocking at your door asking for re- 
dress of the inequity you created. As a 
result we were getting bogged down with 
unsettled cases in our regional offices. 
We had a huge backlog of cases, and 
from those that did get settled the gen- 
eral level of wage rates was steadily 
moving upward through this whipsaw- 
ing process. 

Consequently, in the spring of 1943 
Executive Order No. 9328 was issued 
from the White House taking this power 
to remedy inter-plant inequities away 
from the War Labor Board, a very dras- 
tic action. And after various conferences 
between the Board and Mr. Byrnes and 
the White House, the bracket system was 
devised, the bracket system I have al- 
ready described, setting a line beyond 
which you could not go. 


BARGAINING AND TRIPARTITISM 
Now I have said that one of the things 
we have learned was that collective bar- 
gaining should be interfered with as 
little as possible. At a time when author- 
itarian controls of some sort are needed 
the degree of authoritarianism depends 
on the degree of emergency created by 
the war situation. The best you can 
do in a war, the best you will be able 
to do in this war, is to substitute col- 
lective bargaining at the highest level 
for collective bargaining where it should 
be done and is done normally in peace- 
time, at the plant level, substitute col- 
lective bargaining at the top level for 
that lower down. It is an unfortunate 


thing that one has to do this, but there 
is no alternative, it seems to me. That 
means that the Board, inefficient as it 
may be compared to a single admin- 
istrator, must be tripartite. There must 
be public representation to take care 
of the public interest, but collective 
bargaining is done on the Board by 
representatives of labor and representa- 
tives of employers. There is collective 
bargaining done in Washington and in 
the various regional offices in lieu of 
the bargaining done directly between 
management and labor. Oh, there is bar- 
gaining of course, at the plant level as 
to what kind of wage rate increases are 
desirable and that sort of thing, but if 
they know there is always a last resort, 
and there must be a last resort if the 
controls. are to be effective, the bargain- 
ing is not very sincere. The responsi- 
bility is not on their shoulders for reach- 
ing a bargain, it comes in the end to the 
regional office of the War Labor Board. 
But tripartitism is the best substitute for 
collective bargaining, the best way to 
reserve as much of it as possible. 

Now, in conclusion, I should like to 
say that as things presently look, the 
best program of wage stabilization is 
going to be that exercised by the price 
controllers and not by a Wage Stabiliza- 
tion Board. That is simply because, if 
the new agreements that are being made 
before wage stabilization remain in force 
(under which wage rates increase due to 
an increase in the cost of living) a 
major way to hold wage rates down is 
to hold the cost of living down to what- 
ever extent possible. (There are also 
provisions for an annual increase in 
wage rates because of an increase in pro- 
ductivity.) I should think that the Wage 
Board will be very reluctant to abandon 
or have labor and management abandon 
these wage increases in respect to the 
cost of living increases. That is why I 
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say the real stabilization of wages is 
going to be coming from price control, 
I should think that the Wage Stabiliza. 
tion Board will be reluctant to say to 
companies and their unions you have 
got to abandon or hold in abeyance for 
the time being your agreement on the 
automatic cost of living wage rate in- 
creases. It will also be reluctant to cause 
them to abandon the automatic increases 
that come with the national average in- 
crease in productivity. In peace time the 
latter kind of wage rate increases can be 
paid without increases in cost or prices 
because wage rate increases come out of 
increased ability to pay; but in wartime, 
although there may be increases in pro- 
ductivity—and that is doubtful because 
I don’t think there are any great in- 
creases in average man-hour productivity 
in wartime, at least not during the last 
war—the increases in productivity will 
not go into civilian goods to a sufficient 
extent to enable the economy to bear 
such wage rate increases without in- 
flation. 

So the Stabilization Board will have 
to make its mind up as to whether it 
wants to permit the degree of inflation 
that is involved in keeping this part of 
collective bargaining agreements or else 
relegate that part of the collective bar- 
gaining agreements to a non-operative 
phase during the war. 

Even before the last war there was 
considerable talk about deferred wages 
as a way of removing some of the excess 
purchasing power and bringing demand 
more into relation with supply at cur- 
rent prices. Here again we have the 
problem of political acceptability. 

I think it would be possible to sell 
organized labor and the workers in gen- 
eral in a time of total war the idea of 
having deferred wages. After all, the 
purchase of war bonds is essentially that 
sort of thing, and if you couple the de- 
ferring of wages, that is, the holding 
back of wages in a pool which will be 
given to them after the emergency is 
over, couple that idea with the certainty 
that under those circumstances there 
won't be the same number of goods, dur- 
able goods, for example, automobiles, 
radios, refrigerators and so forth to 
buy, I don’t think there will be too much 
difficulty. I think it would be politically 
feasible to do that sort of thing. In this 
half-way period, however, in which we 
find ourselves, I have my doubts as to 
how much could be done. 
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Management and the Community — 


The Human Factors of Management 


By RICHARD H. RICH 
President, Rich’s, Inc., Atlanta, Ga. 


Leadership that inspires the will to 


accomplish is the keynote for top 


management. 


eo FOR MY OWN education, I have 
done some research on the develop- 
ment and techniques of scientific man- 
agement. First, I shall attempt to define 
those fundamentals which I think form 
a proper back drop for really good 
management, and which, in my humble 
opinion, are essential climate in which 
successful management must apply its 
techniques. These fundamentals are in 
the realm of human relations. 

As I understand it, the first concept 
of scientific management was begun by 
Frederick W. Taylor in 1880. We have 
moved a long way since then, as the 
various types of organizational patterns 
have been studied, clarified, defined, 
and applied. And it seems to me that we 
have now reached the point where ad- 
ministrative work is almost a science in 
itself. 

We have developed techniques of 
work simplification, training, wage and 
salary administration, merit ratings, 
planning, statistics for quality control 
and wage incentive plans of all sorts. 

All of these techniques formalize my 
conception of scientific management, 
and, over the years, they have become 
more and more refined and more and 
more valuable in their application 
through use. 

All of the techniques which I have 
mentioned involve people—they involve 
human beings and the engineering of 
human beings—the human side of man- 
agement is the catalyst on which the 
success of all of our planning and all of 
our techniques succeed or fail. 
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We all know that we can make a per- 
fect organizational plan. We can under- 
stand the most modern methods; we can 
train in techniques to perfection; we 
can administer the combination of our 
people with equality and fairness; we 
can plan the quality and quantity of 
our production; we can select and place 
people in the right jobs; we can develop 
all the incentive plans in the world; we 
can make the most perfect stew with all 
of the quality ingredients which we have 
mentioned here — but without good 
leadership that will motivate the indi- 
vidual—without those human qualities 
which so mix these ingredients that they 
make a perfect brew, they will all be to 
no avail. 

The “proof of this pudding” is the 
fact that you have all seen outstanding 
industrial engineers, people with in- 
cisive minds, great ability to analyze 
and point out faults and make plans on 
a consultant basis; who fail utterly on 
a line job, due to these intangible qual- 
ities of leadership — the qualities that 
motivate an individual into action — 
human engineering. 

What I am saying, in substance, is 
that a catalyst cannot work alone any 
more than an inert ingredient of scien- 
tific management can react alone. They 
must be combined and applied in proper 
measure and with great subtlety by some 
human being who has a concept and an 
understanding of other human beings. 

Do not misunderstand me; I do not 
discount, for one moment, the impor- 
tance of scientific management. I think 


that the old-fashioned leader who “plays 
by ear” has seen his day. I recognize 
fully that without sound organizational 
plans confusion exists. And no amount 
of human understanding or considera- 
tion can obtain maximum results. A 
failure to institute good methods encour- 
ages fatigue and frustration. A lack of a 
definite training program brings a static 
quality to an organization that fails to 
stimulate progress and improvement in 
the individual and in the mass. A failing 
to understand good wage and salary 
administration is to assume that good 
human relations is a matter of mere “lip 
service” rather than a recognition of 
worth in kind and in material progress. 

Thus, the magnitude, the success of 
our final results, is good human judg- 
ment measured by the extent to which 
one uses these inert ingredients. 

Using some of them without others 
leaves us short of the goal. An un- 
balanced program is like putting the 
ingredients for a cake into the cake in 
unbalanced quantities or proportions. 
The adoption of some principles and the 
neglect of others again dooms us to 
failure, but whether you apply them 
all or just a few, the greatest measure 
of success will, I believe, be measured 
by the enthusiasm and the human un- 
derstanding of leadership in _ their 
application. 

People must really perform not be- 
cause they have to perform—not because 
of fear — not because of necessity, but 
really because of desire. I have an old 
cliche which I believe is as fundamental 
as any single sentence. I learned it a 
long time ago when at college. A pro- 
fessor of Philosophy asked the class: 
“What, in your opinion, is the greatest 
thrill in life?” The answers, in a purely 
male classroom of boys in their early 
twenties, were as varied as they were 
ribald. No one answered correctly, in 
my opinion, except the very wise pro- 
fessor, who said: “THE GREATEST 
THRILL IN LIFE IS A SENSE OF 


ACCOMPLISHMENT.” 
This is the motivating force that 
makes people — businesses — univer- 


sities — and countries great. 
Is not the problem then really: 
“How can Management create and 
maintain a desire on the part of its 
people to improve their performance 
and to do a better job?” 
It seems to me that these are the 
factors: 
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|. Fear: 

Yes, | admit that fear has its ef- 
fect in the background. Fear of 
poverty — the fear that one will 
lose his social standing in the 
community — and also the fear 
that one will lose his personal 
pride. 

2. Competition: 

The spirit of the game—the abil- 
ity of a leader to make an em- 
ployee want "to die for dear ole 
Yale"— this is the intangible 
quality that no one has ever de- 
fined. 

3. Loyalty: 

The loyalty that we can arouse 
in people—in themselves and in 
their beliefs—the loyalty that we 
can arouse in people for the 
ideas and the objectives and the 
firm for which they are working 
—the pride in one's company's 
position and its leadership — in 
its chosen field—in its local com- 
munity—and its national patri- 
otism. 

Actually, underlining all three of 
these factors is the word PRIDE. As I 
have said, Pride in Accomplishment, 
Personal Pride (not egotism)—but the 
feeling that the individual has when he 
goes home at night — the feeling that 
says, “I have done something worth- 
while today; I am important.” 

That is one reason why we need 
standards of quality, production, and 
conduct, for standards merely provide 
the measure of accomplishment. 

“Have I done a satisfactory job to- 
day, a better job, or a superlative job?” 

To be able to answer this question 
with a glance at a chart on the wall is 
certainly an added catalyst in the stimu- 
lation of a human being. 

A person who meets the standards of 
production and quality and conduct, 
and knows that he can meet them, lives 
with this pride of accomplishment. His 
fear is minimized—his loyalty is stimu- 
lated—he knows the score as to where 
he has been and where he is going. 

Pride in the company’s position and 
leadership provides for an employee the 
difference between merely working for 
money and working for a company for 
their own future, for the company’s 
future progress, and the community and 
the nation. 

We need more causes. 

I have seen engineers frown on this 


sort of leadership with a cynicism that 
brands it as a superior type of “cheer- 
leading” or exhortation. They are wrong. 
For along with all the sharp tools of 
management which I have given you 
here, and which you can all read in the 
books, is the desire that people have for 
a “cause,” for a reason, for inspiration. 
Why Billy Graham? The people of this 
town have their own churches and their 
own religious leaders and yet, thousands 
upon thousands flocked to hear Billy 
Graham because those thousands heard 
a message of inspiration to them—they 
heard a cause glorified—their emotions 
were appealed to—they were stimulated. 

Now, pride of accomplishment is so 
basic and native in the human breast 
that with new tools, properly applied, it 
is relatively easy to obtain—but pride 
in a company’s position—in its leader- 
ship—the glorification of working for 
that particular company, is very much 
more subtle and more difficult to attain. 

This is a project for Management, and 
Management alone, and there are no 
specifics, no tools, no scientific measure 
of ingredients. 

It starts, as I see it, with Character 
and Sincerity. People often ask me to 
recommend to them a good Public Re- 
lations Counsel. My answer is: “You 
don’t need one, for a good public rela- 
tions counsel is merely an editor — he 
knows more what not to do than what 
to do, and the real basis of good public 
relations; in fact, of good human rela- 
tions, is sincerity and character — for 
good public relations is merely a mirror 
that reflects the character, the activity, 
the quality, and the accomplishments of 
an individual or a company. It is a 
“Way of Life,” and since top manage- 
ment is the emblem or the signature of 
an institution, it is the specific respon- 
sibility of Top Management. 

It therefore becomes a primary duty 
and need that this leadership manifest 
itself in all of the areas of human 
accomplishments so that the reflection 
of the mirror spontaneously places these 
individuals on a pinnacle of respect and 
affection in the minds of those who must 
follow him. 

I say there are no specifics—because 
there are many paths which one may 
take to accomplish these ends, but a few 
of the obvious ones are: 

1. Participating in civic affairs, by 

taking a lead in the community 
in such things as the Community 


Chest, the Red Cross, our Cham- 
ber of Commerce, and our vari- 
ous educational and eleemosyn- 
ary institutions. 

2. In taking such leadership, he pro- 
vides not only money but his 
personal interest, his personal 
time, and even his physical fa- 
cilities. 

3. He is interested in other people; 
he is interested in politics—not 
in the narrow, partisan sense, 
but in the broad sense of mak- 
ing this community and this state 
and this nation a better place 
in which to live. 

4. He is interested in ideas, and he 
overcomes his reticence and 
"sticks his neck out'’ by believ- 
ing in these ideas and by preach- 
ing them. 

If he does all these things, he need 
not seek publicity, for he makes news. 
For those who deal in publicity as their 
livelihood need news on which to sur- 
vive—and thus is reflected the character 
and the activities and the accomplish- 
ments of the individual and of the busi- 
ness with the accuracy of a mirror. 

Therefore, if a leader feels the proper 
responsibility to the people under him, 
to the people around him, and to the 
people above him; if he feels answer- 
able to them for what he does; if he 
shows a deep desire to live up to their 
expectations of him and to exceed these 
expectations — then they, and the com- 
munity, find him dependable and will 
look to him for leadership. He will not 
have to assume it. Thus, business leaders 
today who are outstanding in their field 
are making their decisions on a far 
broader basis than at any time in the 
past. 

They are realizing that they have a 
responsibility not merely to their stock- 
holders but to their employees and to 
the public and to their community and 
to their nation. 

Unless his decisions can stand up 
under these tests, a true business leader 
is failing in his responsibilities. 

Dean Donald K. David, of the Har- 
vard Business School, expresses this 
thought very simply when he says: 

“An important characteristic of the 
business leader is the instinctive accept 
ance of responsibility — responsibility 
not only toward his business but toward 


his community—his nation—and, even 
the world.” 
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Communications — What Are 
Employees Really Interested In? 


By PETER F. DRUCKER 


Industrial Economist 


Are employees really interested in the 


things employers assume they are? 


This vital link in the chain of com- 


munications undergoes a penetrating 


and scientific appraisal. A course is 


charted toward the essential prere- 


quisite for any program. 


[ Is NOT ONLY because I am not a 
technician that I shall not today talk 
about techniques. Techniques are im- 
portant. But it seems to me that the 
basic problems in communications today 
are not technical problems and cannot 
be solved by technical means. I believe 
that we have to think through the fun- 
damentals—and I believe above all that 
what is wrong with communications is 
precisely that we have not done so but 
have rushed into techniques before we 
knew what we were doing or why. Spe- 
cifically I wonder whether we really 
know at what we are aiming, whether 
we have thought through our assump- 
tions and above all whether we really 
know what we mean when we say “com- 
munications.” The target of communi- 
cations, the basic assumptions underly- 
ing our present efforts and the concept 
of communications itself all seem to me 
to be open to serious questioning. 

Last summer I watched a young 
plumber put in an electric pump in a 
farmhouse up in New England. The 
young man had never before done such 
a job and relied exclusively on the 
manufacturer’s instructions which were 


Adapted from a paper presented at the 
Annual Conference of the Public Relations 
Society of America as reported in the Public 
Relations Journal. 
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very poor instructions indeed: badly 
printed, almost incomprehensible in 
spots, with blurred and confusing draw- 
ings, etc. It took the young man quite a 
while to get through the instructions— 
he had to read them again and again. In 
addition at several points he felt very 
definitely that the instructions were 
wrong. Yet he not only took the trouble 
to study the instructions till he under- 
stood them; he followed them even 
where he thought that they surely could 
not be right. When he was finally fin- 
ished and when the pump ran much to 
his surprise—he turned to me with a 
broad grin and said: “Guess they know 
their business.” 

Can you imagine a similar attitude in 
respect to what we normally call “man- 
agement communications”: a company’s 
annual report, a letter from the presi- 
dent, “economic education” and all the 
other stuff that pours out from our man- 
agements today? What is the difference 
between the attitude of my plumber- 
friend up in New Hampshire and the 
typical attitude of our employees—and 
that incidentally would include the 
young plumber I am sure—regarding 
“management communications”? In re- 
spect to technical information regarding 
its product, its processes, its tools and 
its techniques management obviously 


has no communications problem what- 
soever. It is looked to, listened to and 
followed. Yet from the point of view of 
communications techniques—the area on 
which we have been putting so much 
emphasis—these technical areas are ac- 
tually extremely difficult. In fact the 
technical problems in these areas cannot 
be solved satisfactorily. 


REPUTATIONS MUST BE EARNED 

I submit that the difference is simply 
that the people as a whole including our 
employees accept management as both 
competent and authorized in the tech- 
nical area. They consider management 
to have legitimate authority in these 
areas. And, like my friend the plumber 
in New Hampshire, they feel that “man- 
agement knows its job” in these areas. 
Therefore they are not only willing to 
listen; they are willing to work hard to 
understand what management is saying. 
There is no resistance to management’s 
message. There is receptivity. For there 
is the conviction that management is 
rightfully an authority in these areas 
and that management is competent in 
these areas. 


In the areas in which we are inter- 
ested: in the economic, political and 
business areas, it is only too obvious that 
management does not enjoy such stand- 
ing today—in fact it is obvious that man- 
agement never has enjoyed such stand- 
ing. It is quite clear that a great many 
people, people incidentally who are in 
full agreement with the things manage- 
ment says, do not feel that management 
has any legitimate authority in these 
areas. Even less general is the conviction 
that management has competence in 
these areas. This would lead me to con- 
clude that there cannot be receptivity 
in these areas. For nobody listens to 
somebody who neither has competence 
nor authority for him. 


I would therefore first raise the ques- 
tion whether there is any point in going 
after the objectives which so many com- 
munications programs today seem to aim 
at: “employee education,” “employee in- 
formation,” “changing the thinking of 
the employee”—let alone such queer tar- 
gets as to elect a Republican Congress 
or to get a lower tax load on business. 
I am not quarreling with any of the ob- 
jectives themselves. But I am wondering 
whether we can hope to reach any of 
them or whether all the money and effort 
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we spend today is totally wasted unless 
we concentrate first on establishing man- 
agement’s authority and management’s 
competence in these areas. Unless we 
convince the employee and the public 
that management has a right to speak in 
these areas and that management has 
something worthwhile to say in these 
areas, we will not, I believe, make any 
headway toward the more ambitious 
goals such as “changing the employee’s 
thinking” or “educating the employee.” 
To my mind this means that the first and 
major objective of a communications 
program cannot be to “get anything 
across” but to establish respect and re- 
ceptivity for management. And_ that, 
while a very much more modest, is also 
probably a very much more difficult tar- 
get to hit—and one which, I believe, we 
have not yet even started to approach. 


DOES THE FOUNDATION EXIST? 

This leads me to the question of our 
assumptions. When I look at manage- 
ment’s communications programs today, 
especially at those directed at the em- 
ployee, they seem to me to be based on 
two assumptions: the first one is that the 
listener, whether he be employee or gen- 
eral public, considers the same things to 
be important and relevant that manage- 
ment considers important and relevant. 
In fact the assumption is general that 
the listener is interested in these things: 
profits, prices, wages, efficiency, free en- 
terprise, etc. The second assumption 
seems to be that the listeners, or a fairly 
large number among them, are hostile 
to the American free enterprise system 
and are at least slightly infected by col- 
lectivist doctrines. 

I submit that there is absolutely no 
basis for either assumption. 

We cannot assume that the listener is 
interested in business or economic facts 
or business or economic theories. We 
can assume, on the basis of our research, 
that the average employee is quite in- 
terested in the immediate happenings 
in his own company, particularly those 
that affect his own work and his own 
job. But that is all we can assume. Spe- 
cifically we cannot assume that the in- 
dividual employee or the individual 
member of the public sees things the 
way management does. By this I mean 
that management for instance concludes 
from the need of its own company to 
make a profit to the iniquity of heavy 
taxes or to the virtue of the profit sys- 


tem. In other words management makes 
a general and abstract conclusion from 
the concrete facts of its own business. 
And to management this general and 
abstract conclusion seems to follow in- 
escapably from the concrete experience 
it has. Let me say that we know that the 
individual employee and the individual 
member of the public sees no such gen- 
eral and abstract conclusions to follow 
from the concrete example of the indi- 
vidual company’s need for profit. In fact 
to him the individual and concrete 
events of his own company have noth- 
ing whatsoever in common with general 
matters of national policy. He may, in 
other words be fully convinced of his 
own company’s need for more profit and 
yet feel deeply that profits nationally 
are too high, or that profits in general 
are unjustifiable. To him there is no con- 
tradiction. In other words we must not 
assume as we seem to do that the indi- 
vidual employee or the individual mem- 
ber of the public is just an illiterate 
member of management. 


WHO IS INTERESTED AND WHY? 
But we also must not assume that the 
things that are important to manage- 
ment are important and relevant to him. 
Frankly I am very unhappy over the 
basis on which so much of our present 
communications effort is carried out. 
The basis seems to be a conviction that 
this is what the people, the employees, 
the stockholders, the public, are inter- 
ested in. This is simply not true. The 
people who are interested in this—and 
for very good reasons—are the manage- 
ment. If we only were to admit to our- 
selves for instance that a knowledge and 
understanding of the economic facts of 
life is necessary from the point of view 
of management — and from no other 
point of view—I think we would be on 
very much firmer ground than we are 
today. We would for instance give up 
the childish and I believe totally silly 
complaint that “our workers know no 
economics” or that they are “misin- 
formed.” Why should they know any? 
What difference does it make to their 
lives whether they do or not? It makes 
a great deal of difference to manage- 
ment; and’ therefore management has 
a perfectly legitimate interest in getting 
these things ‘understood. But let’s stop 
making childish assumptions such as 
that the employee inevitably and neces- 
sarily is interested in these things and 


concerned with them. Management is in. 
terested and concerned with them. And 
it is management’s job to create sympa- 
thetic understanding for this interest 
and concern. 


WHOSE DIAGNOSIS? 

It is I think this misunderstanding 
that underlies our assumption which 
also explains the queer belief that we 
deal with people deeply infected by col- 
lectivist ideas who have to be “cured.” | 
think anybody who has had any contact 
with the American worker knows that 
this is utter nonsense. There are no col- 
lectivists among them. To assume, as so 
much of the more blatant management 
propaganda does, particularly in the 
economic field, that the American work- 
er suffers from either ignorance or delu- 
sions is just to abandon in advance all 
hope for effectiveness. And yet, if you 
look at the stuff management puts out— 
let alone the stuff management organi- 
zations such as the N.A.M. or the Ad- 
vertising Council put out — you would 
find that eighty percent of it or so is 
somehow based on this assumption that 
we have to “reform” the American 


public. 


MAIN TARGETS 

But the area where | am most dubious 
is that of the concept of “communica- 
tions.” When people talk about “com- 
munications” today they seem to mean 
by that the formal communications me- 
dia such as company magazines, annual 
reports to employees, company letters 
and company advertisements, etc. Ac- 
tually I sometimes wonder whether these 
things have any importance. Certainly 
they have only a very subordinate role. 
They are not the center of the “com- 
munications” between company and em- 
ployee. And you certainly cannot achieve 
anything in and through the formal 
communications media that you do not 
accomplish in and through the actual 
process of communications. 

Communications is simply a phase of 
employee relations. And we know that 
employee relations are being made 
whenever company and employee have 
any contact, that is primarily on the job 
and in the work. Similarly communica- 
tions take place every time the employee 
and the company are in contact, that is 
every moment of the job and work 
period. Formal communications are 
necessary to formulate and bring out 


ADVANCED MANAGEMENT 


FE 


cor 
pla 
twe 
cor 
do 
son 
to 
sor 
to 
ine 
dez 
sid 
ath de 
h 
phi 
col 
da’ 
pre 
ich | 
3 
the 
“yy 
8 = 
% 


comimunication that has actually taken 
place in the day to day relationship be- 
tween man and boss and man and 
company. But if formal communications 
do not do that, if they either preach 
something which is not lived in the day 
to day relationship, or if they deal with 
something that is irrelevant to the day 
to day relationship they will be utterly 
ineflectual and may actually do a good 
deal of harm. 

I submit that we are not today con- 
sidering the real communications. We 
deal with the minor things on the peri- 
phery. If we are really concerned about 
communications we should look at our 
day to day policies and our day to day 
practices. Do they get across to the em- 


ployee the things about the company, 
the management, our free enterprise 
economy and our society that we believe 
the employee ought to get? 


GETTING AT THE 
ESSENTIAL ELEMENT 

It is at this point that my own interest 
in communications actually begins. But 
I shall not today go into these matters. 
I would only like to say today that I 
would start an analysis of the concrete 
communications of your own company 
not with your formal communications 
program—in fact I would not pay much 
attention to it. I would start with such 
questions as: do you have a union rela- 
tions policy that is likely to get across 


to the individual employee an under- 
standing of the economic facts of life 
and a conviction that he has a stake 
in the free enterprise system and in 
the prosperity of his own company? I 
would raise the question whether in your 
day to day policies and practices on the 
job you get across to the employee the 
things which your formal communica- 
tions system wants to get across to him. 
Above all I would raise the question 
whether your policies, inside the com- 
pany, outside the company, in relation 
to labor, etc., create that respect for 
management and that acceptance of its 
authority and competence which is to 
my mind the very first prerequisite for 
any communications whatsoever. 
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Making Business Decisions 


By J. 0. KAMM 


Director, School of Commerce, Baldwin-Wallace College 


Do decisions force themselves on exec- 


utives? Can scientific plans and accur- 


ate figures forecast correct action? 


HE ECONOMIST HAS his own ideas 

about how businessmen make their 
decisions. Actually the economist often 
fails to take into consideration many of 
the influences which affect the actions 
of officers and directors of business 
firms. It is the purpose of this article to 
summarize some of the data which busi- 
ness managers use in making decisions.! 


BASIC INFLUENCE OF PROFITS 

An officer or director of a business 
firm typically regards the making of 
profits as an indication of a successful 
business operation and the experiencing 
of losses as an indication that something 
is wrong in the business. We live in a 
profit and loss system and although 
profits generally receive more emphasis 
in economics and business, losses are no 
less significant to the businessman. 

Business losses are of two major 
types: (1) temporary; and (2) chronic. 
Business people expect that almost every 
firm will experience losses at some one 
time or another. Firms whose very 
names are the byword for successful 
business management such as General 
Motors and General Electric may have 
losses for a year or so due to a long- 
drawn out strike, reconversion from war 
to peacetime operation, or extreme de- 


This line of approach was suggested and 
encouraged in Cost Behavior and Price Policy, 
New York, National Bureau of Economic Re- 
search, 1943, p. 169. 


pression such as occurred in 1932. But 
these losses are temporary in nature and 
management being flexible and capable 
finds the causes of firm losses and works 
to return operations to a profitable basis. 

A second type of loss is that which is 
more-or-less chronic. A firm may oper- 
ate at a profit during war periods when 
output is sold to government, or the 
scarcity of goods largely eliminates 
price as a deterrent to sales and enables 
a company to sell its products, which 
under peacetime competitive conditions 
would be impossible. Where a firm has 
chronic losses, it is merely a question of 
time until it is out of business or re- 
organized. This type of loss may occur 
because of a shift in the sales trend (for 
example, steam to Diesel locomotives 
affected adversely companies making 
only steam locomotives); because of 
severe competition from a new product 
(the automobile has caused much of the 
railroad problem) ; or it may take place 
because of internal conditions such as 
poor management. 

Losses caused by conditions external 
to the firm may be offset by diversifying 
the company’s products and operations; 
by advertising to reverse the trend; or 
by completely changing to new products. 
Losses caused by internal. conditions 
such as management weaknesses are 
ordinarily more easily corrected. But 
even in cases where management is poor, 
presiding officers have at times been 


able to continue for years managing an 
enterprise because stockholders are dis. 
organized or disinterested. However. in 
recent years continual losses have been 
the sign for strong action by large 
stockholders, directors, or by other 
representatives of shareholders. Broker. 
age firms and investment trusts have 
been helpful in effecting management 
changes. 

The occurrence of losses causes di- 
rectors and others to analyze company 
affairs. Often what appeared to be minor 
problems are found to represent serious 
difficulties. Changes in officers may only 
be effected through bitter proxy battles; 
but many times they occur with little or 
no announcement to either shareholders 
or the public. Profits and losses have a 
significant influence on officers and di- 
rectors of corporations in their deciding 
company problems and policies. 


OTHER FACTORS 

Management’s business decisions are 
affected by other considerations such as 
the firm’s prestige; the welfare of em- 
ployees, the public, and stockholders; 
and competitive conditions. In many 
instances these considerations arise sub- 
sequent to the establishment of a favor- 
able profit base. Losses have prevented 
many welfare programs from being 
adopted and have wrecked others al- 
ready operating. 

Successful firms are more willing to 
improve employee conditions because 
they are more able to do so. In attempt- 
ing to maintain favorable profit levels 
management becomes cognizant of the 
importance of worker satisfaction. Wel- 
fare, pension, and incentive wage pro- 
grams are intertwined with labor eff- 
ciency. Management introduces such 
programs in many instances because 
competitors have done so. Labor efh- 
ciency would be affected if workmen 
were lost to these competitors. In other 
instances management initiates these 
programs to better labor efficiency. 
Improvement of employee goodwill 
often results. Or by paying somewhat 
higher wages than competitors a firm is 
able to select the better workmen from 
the field. 

Corporation officers and directors in 
some cases improve employee working 
conditions, better equipment, and main- 
tain plant with no expectation of having 
the expenditure of funds repaid from 
lowered operating costs. A new office 
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building may not cut clerical costs nor 
bring additional business to the firm. 
Actually costs may rise through in- 
creased depreciation. But management 
may desire the building merely because 
of its pride in the company—a desire to 
see the company represented by a 
presentable building.’ 

Directors and officers make decisions 
on many different problems. But for 
purposes of analysis we are limiting our 
study to business decisions involving 
expenditures of funds on research, equip- 
ment, or plant. What are the problems 
and considerations which directors face? 
Where do they turn for information on 
which to base decisions? Are they cer- 
tain their decision is correct? These are 
questions which we shall attempt to 
answer from our study of business 
decisions. 

For our analysis business decisions 
may be divided into three basic types: 
(1) those which involve little guesswork 
concerning results expected to be 
achieved; (2) those which on the basis 
of available data offer reasonable ex- 
pectations of success; and (3) those 
which may or may not yield worthwhile 
results. 

There are many business decisions 
which are easily arrived at because very 
little probability of loss exists. This is 
especially true of decisions to purchase 
mechanical equipment already tried and 
proved in other companies’ operations. 
Equipment companies typically send 
their sales engineers into the field to 
make actual surveys of how much saving 
will result from the use of their pro- 
ducts. The estimates made in such sur- 
veys are for the most part carefully 
arrived at and if anything on the con- 
servative side. 


Even where the equipment is specially 
designed for one company engineers are 
usually able to estimate accurately in- 
fluences on costs. Often the opinions of 
sales engineers for equipment companies 
are checked with the opinions of its own 
engineers. And if some doubt still re- 
mains in the minds of management and 
directors, outside consultants are em- 
ployed to render a third opinion. 

Our study of business decisions is 


*Cf., Gordon, R. A., Business Leadership in 
the Large Corporation, Washington, The 
Brookings Institution, 1945, p. 327; also, 
Nourse, Edwin G., Price Making in a Democ- 
racy, Washington, The Brookings Institution, 
1944, p. 99. 
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limited to those which are either ex- 
pected to cut costs or increase profits. 
We assume therefore that the purchase 
of new equipment by a business firm is 
effected because such purchase is ex- 
pected to cut operating costs.’ This 
assumption applies to the purchase of 
an office calculator or a Diesel loco- 
motive. 


The purchase of standardized equip- 
ment the design of which has remained 
unchanged for several years will be 
made (in addition to replacement 
needs) when wage levels increase, when 
labor efficiency decreases, or when a 
shortage of labor threatens loss of sales 
and profits. Newly developed equip- 
ment, however, which is designed to cut 
costs under existing operating condi- 
tions does not depend upon increases in 
labor costs to bring about its sale. 


Some variation in the above results 
are expected from those estimated be- 
cause two years had passed from the 
time of the original estimate. Instead of 
the estimated 118 pounds of coal being 
equivalent to one gallon of fuel oil, it 
was found that 117 pounds of coal 
equaled one gallon of oil. The Diesel 
operating cost represented a reduction 
in steam cost of 40.24% versus an esti- 
mated 34.30%. Economies over and 
above those expected were realized in 
labor costs and fuel costs. The cost of 
lubricants and repairs were larger than 
forecast probably because of the heavy 
use to which the switchers were placed. 
The actual savings which result from 
Dieselization vary with fuel costs, 
weather conditions, track grades, and 
use. 

The economies of Diesels were sub- 
stantiated by the actual tests. The officers 
therefore recommended and the com- 
pany’s directors approved a program of 
complete Dieselization of the railroad’s 
switching and transfer locomotives. 

The introduction of new products in 
recent years has opened many oppor- 
tunities for replacement of existing oper- 
ating methods. In some firms so many 
cost reducing expenditures are open to 
management that the question becomes 
which should be done first. Although 
priority is usually determined by those 
improvements which will most quickly 


5It may be purchased, of course, to better 
labor conditions, to comply with a govern- 
mental ordinance (for example, smoke abate- 
ment equipment), or to satisfy some other 
purpose. 


repay initial expenditures, other con- 
siderations such as amount of the ex- 
penditure, intensity of improvement use, 
labor conditions, price and sales trends, 
and availability of equipment influence 
the final decision.* 

An illustration of an actual business 
decision based upon a Diesel locomotive 
manufacturer’s survey of the saving 
which its product would effect describes 
the basis on which officers and directors 
arrive at their action. 


A Diesel locomotive manufacturer 
studied a railroad’s switching operation 
with a view to replacing steam loco- 
motives with Diesels. An on-the-job 
analysis of switching conditions was 
made. The conclusion of the locomotive 
manufacturer was that every five steam 
engines could be replaced with three 
Diesels because of the greater utilization 
of the latter resulting from . reduced 
maintenance, elimination of putting 
water in boilers, and avoidance 
of similar time consuming functions. 
Whereas steam locomotives were re- 
turned to the roundhouse after every 
assignment for coal and water, Diesels 
required no water and needed refueling 
only every fourth day. The preliminary 
study estimated that one gallon of fuel 
oil was equivalent to 118 pounds of coal. 
The estimated reduction in operating 
cost was 34.3%. The report prepared 
by the sales engineers of the Diesel 
manufacturer is shown in Table I. (See 
page 12) 

The locomotive manufacturer’s esti- 
mate was checked over by the railroad 
company’s vice-president in charge of 
operations, by the executive vice-presi- 
dent, and by the president, all of whom 
had company engineers available for 
checking any specific data. The officers 
of the company then recommended to 
the board of directors the purchase of 
switching Diesels. The directors ap- 
proved the change on a gradual basis. 
The initial order was not to be followed 
by other orders for Diesels until ade- 
quate experience substantiating the 
Diesel manufacturer’s experience was 
available. If the Diesels did not work 
out as expected, further checks were to 
be made. 

A comparison of the actual economies 
achieved compared to the estimated ones 
was subsequently made after the Diesels 
were operated for a period of six 


*See Gordon, op. cit., p. 322. 
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; Table I. the top of the kiln and progresses down- pan 
Pa ward emptying from the kiln bottom as ian 
pi COMPARISON OF ACTUAL STEAM VERSUS quicklime. Lime is produced on a more. of « 
+4 ESTIMATED DIESEL ANNUAL COSTS OF OPERATIONS or-less continuous basis whereas in the not 
(In terms of relatives based upon 1947 costs) old shaft kilns, the mane weet rae = 
“a STEAM: each cost DIESEL: each cost as P a ly and lime drawn off on the enc 
as a per cent of a per cent of com- gra 
7 Operation total steam costs parable steam cost e officers’ report pointed out that infl 
costs would be reduced if the proposed 
2 Locomotive repairs 15.76 30.16 kilns were erected and operated as 
Conductors and brakemen 31.44 100.00 P h cate 
7 Enginemen 19.76 100.00 pected. Coal wou e mechanically —_ 
Es Fuel 19.99 28.90 handled from car to gas producer; con- ope 
. Water 75 0 verting coal to gas would result in met 
- Lubricants 48 122.36 greater coal efficiency; tons per hour of effic 
% Other Supplies 2.50 100.00 production of the Azbe kilns would be 7 
P Enginehouse Expense 9.32 8.51 greater because forced rather than na- vea 
5 100.00 65.70 tural draft was to be used; and finally of 
production efficiency (tons of lime per kil 
months; and the results are shown in produce quicklime. Along with other goin lg ge officer ee 
Table II. traditional kiln installations the com- directors), most of eiiciais canal familiar “a 
Business decisions of type I are those _ pany’s officers studied Azbe kilns used with weabiene of lime production, when ‘i 
which involve little risk of error. In by producers in Canada and the United presented with the report raised some 
most cases they are based upon new States. These kilns were not widely used, questions as to past cicitimiis ait tan a 
equipment changes which have either but the designer claimed that they were ilns. They decided as a result of the 
already been proved by experience of much lower cost lime producers than Dates expressed to call is eutelie anak ‘i 
the purchaser or by other companies or the typical shaft kilns. At a time of peers to study the entire pr é l ne See 
s proposal an ui 
are mechanical changes for which the _ rising labor and fuel costs it was natural report back to the board of directors ; 
results can be rather carefully estimated. that the company officers surveyed Azbe Their report was made three oil e 
In the case of the business decision de- kilns and their possibilities. Reactions ater and 
scribed herein, the estimates were made of users were generally favorable but mont’s pet The directors til sh 
in early 1948, the trial purchase author- qualified. Suggestions were offered by granted panenal of the project. te 
ized in August 1948, the Diesels put into users as to improving Azbe kiln wen to 
service in the spring of 1949, and the operation. kine. Built on a cost plus fixed fee basis , 
subsequent Diesel order placed at the On the basis of a rather thorough each kiln’s cost increased from an ex- LO 
beginning of 1950. : study the president, vice-presidents, and pected $50,000 to $150,000. This natur- ( 
Sometimes it is not possible to make company engineers prepared a report ally affected the expected return per i 
accurate estimates as to economies to be recommending the erection of several dollar of investment. Yet rising labor nes 
effected by introducing new equipment. Azbe kilns. An increasing labor shortage costs also indicated that the efficiency of de: 
This is especially true where the equip- was an important influence on the man- Azbe kilns would be greater per dollar 
ment proposed is so new as not to have agement’s position. Azbe kilns are shaft of labor cost than was anticipated, pro- ha: 
been tried elsewhere, or if tried only on kilns which burn producer gas instead viding the kilns operated successfully. suc 
a limited scale. Business decisions con- — of coal. Limestone crushed to size enters Completion of the kilns found com- to 
cerning the purchase of such equipment 
are much more difficult to make. _ 
Where plant and equipment are pur- Table Il. ” 
Pp equip Pp h 
chased and erected for the purpose of COMPARISON OF ACTUAL STEAM VERSUS ih 
making a product by means of a chem- ACTUAL DIESEL ANNUAL COSTS OF OPERATION 5 
ical process not widely used or accepted, (In terms of relatives based upon 1949 costs) = 
management and directors have a more STEAM: each cost DIESEL: each cost as 
serious problem than with accepted as a per cent of a per cent of com- 2 
mechanical improvements. Usually, Operation total steam costs parable steam cost 
however, where such expenditures pro- Locomotive repairs 14.31 42.10 
duce successful results, the return is Conductors and brakemen 33.55 83.28 
materially greater than on expenditures Enginemen 21.69 83.27 
involved in type I business decisions. Fuel 18.38 16.33 
An illustration of a business decision bie ea 86 0 
of type II is taken from a company in nae i “a ee 
the lime producing industry. This com- . 
Enginehouse expense 8.03 7.49 
2 pany was faced in 1945 with replace- 100.00 5076 
oe ment of two-thirds of its kilns used to ’ y 
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pans supervisors experiencing produc- 
tion difficulties, for the proper mixture 
of coal gas, oxygen, and limestone was 
not being obtained. The proper mixture 
could only be gained by actual experi- 
ence. for quality of coal, size of kiln, 
grade of limestone, and similar factors 
influenced production. 

For two years operating costs indi- 
cated that the new plant had not justified 
itself. The following table portrays the 
operating costs and reflects the manage- 
ment’s problems of getting the kilns into 
efficient production. (See Table III.) 

The new kilns produced (after three 
years of operation) twice as many tons 
of lime per manhour as the old type 
kilns. It was not until three years of 
operation that the expenditure was justi- 
fied, for the first two years were largely 
spent in experimentation with mixing 
the gases and raw materials to get the 
correct chemical reaction. This type of 
business decision requires much more 
care than does type I. Checks by outside 
parties are desirable. Patience is re- 
quired on the part of management and 
directors to give sufficient time to work 
out operational problems. Risk of loss 
is material, for projects do not always 
prove successful. If they do not succeed, 
equipment installations bring little more 
than scrap value. 


LONG RANGE FORECASTS 

Officers and directors of companies 
are sometimes faced with making busi- 
ness decisions which involve a high 
degree of uncertainty. 

E. I. du Pont de Nemours & Company 
has found it necessary in developing 
such new products as Nylon and Orlon 
to risk millions of company dollars. It 
was not certain at the time of project 
authorization or at subsequent dates 
when research expenditures were granted 
that a commercially acceptable product 
would be developed. 

It is often said that the typical new 


product takes eight years to develop and 
prepare for sale to the trade. Executives 
and directors may optimistically and 
willingly make expenditures for research 
during the early stages of a project but 
continue grants (needed to carry re- 
search to fruition) in later years reluc- 
tantly (if at all). Once a company’s 
management is able to supervise the 
development of a profitable product, 
directors become more willing to back 
executives in other projects. 

An example of this type of decision 
is found in a research project action 
undertaken by a medium sized corpor- 
ation. Both management and the board 
of directors realized the need for pro- 
duct diversification to stabilize sales and 
income and to broaden profit margins. 
Approval of the project was given by 
the directors eight years ago. Annual 
grants were made in subsequent years 
to continue the project the objective of 
which was to produce a commercially 
acceptable incombustible positive fire 
retardant acoustical tile. 

10,000 different tests were conducted 
of all types of materials until finally 
after six years a satisfactory tile was 
made of magnesium oxychloride base. 
An additional two years were required 
to test the tile in actual buildings under 
various conditions of sound, humidity, 
structure, building vibration, and de- 
sign. Market tests were conducted to find 
the most satisfactory marketing proced- 
ure. And after eight years orders were 
accepted for the new product. The total 
spent on research during this period 
equaled 10% of the company’s net in- 
come. Returns already being obtained 
indicate that the research costs will be 
repaid in approximately three years 
from the sales of the new product. 

Business decisions are not always as 
easily made as might appear to share- 
holders or to the public. Considerable 
responsibility rests on the shoulders of 
officers and directors. Management 


Table Il. 


COMPARISON OF PLANT COST PER TON OF 


AZBE KILNS WITH OLD TYPE SHAFT KILNS, 1947-1950 
(1947 Old Type Shaft Kiln = 100) 


‘Not in production. 


Year Azbe Kilns Old Type Kilns 
1947 186.3 100.0 
1948 114.4 124.6 
1949 100.0 143.5 
1950 94.92 — 1 


2For January, 1950, only. 
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screens its proposals; the board of di- 
rectors, the management proposals. 
Often outside consultants are called in 
to advise. 

We have seen that business decisions 
on capital expenditures and on research 
can be classified into three groups on the 
basis of uncertainty involved in the out- 
come of the expenditure. Although eco- 
nomists tend to reduce business decisions 
to those which augment profits and those 
which reduce losses, we find in practice 
that businessmen often make decisions 
the outcome of which cannot be forecast 
with any degree of accuracy. It is true 
that they attempt to measure possibil- 
ities times probabilities but even here 
there is a vast twilight decision zone 
where uncertainty as to final results 
rules. 

Businessmen sometimes take greater 
risks (for example, types II and III) in 
an attempt to pull a company out of a 
serious deficit position. Failure of pro- 
jects to materialize as hoped may force 
a firm out of business. Success of pro- 
jects may restore a firm to a sound 
financial position. 

A study of business decisions leads 
one to the conclusion that management 
of business is in part a science and in 
part an art. A study of decisions in 
retrospect leads one inevitably to the 
conclusion that keen-minded executives 
and well-informed directors, all of whom 
have both a progressive spirit and com- 
mon sense, are much to be desired in 
the business world. 

Business decisions for the purpose of 
increasing profits are often intertwined 
with other motives. But even where the 
decisions are ostensibly made to aug- 
ment profits, uncertainties present in 
many business projects do not assure 
business leaders that profits will be at- 
tained. Projects which have been failures 
are not publicized. They are absorbed 
out of firms’ profits if such are existent. 
Schumpeter believed that profits re- 
sulted from innovations; but there is 
much to support the view that innova- 
tions themselves are in turn subsidized 
out of current profits. This study has 
attempted to provide some data on busi- 
ness decisions and how and why they 
are made. The average economics student 
gains little insight into the trials and 
tribulations faced by business leaders, 
for real world solutions are not so 
simple as textbook diagrams lead one to 
believe. 
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ORE PROFITS ARE an essential, 

if jobs are to be provided, if prod- 
ucts are to be improved, if we are to 
carry the standard of world freedom. 
Can any significant part of those profits 
be derived from improved sales and dis- 
tribution methods and if so, how? I 
think the answer is an unequivocal 
“Ves!” 

Let me combine “selling methods” and 
“distribution methods” under one head- 
ing and call them “marketing methods.” 
“Distribution” can have a variety of signi- 
ficant meanings, but in the sense in which 
I shall use it, it is “marketing.” 


Marketing is the process of transfer- 
ring goods and services from the pro- 
ducer to the consumer. This involves 
three primary factors—the goods which 
are sold or marketed; the people who 
buy them and sell them and the acts or 
operations by which they are transferred. 
In considering the possibilities of mak- 
ing more profits by improved marketing 
methods, we must work with these three 
factors—goods, people and operations. 


The formal study of marketing is less 
than 50 years old. While it is evident 
that unorganized research must have 
been going on for centuries, organized 
research started in 1911, considering 
marketing as part of the general field of 
economies. As a result of these investi- 
gations we have some pretty well docu- 
mented information about marketing 
costs which produce rather interesting 
figures. A basic cost figure to bear in 
mind is that on the whole, marketing 
costs amount to between 50 and 52% of 
the total cost of producing and market- 
ing goods. Individual products vary 
from these figures quite materially, of 
course. As examples, the cost of market- 
ing bread products was found, in one 
study, to be 51.5% of the total cost of 
producing and marketing; marketing 
California oranges cost 60.5% of the 
total; cigarettes 68%; coal 82% and 
packaged drugs and cosmetics 83%. The 
cost of marketing is considered to in- 
clude wages, salaries, rents, freights, 
taxes, advertising, insurance, deprecia- 
tion of equipment, postage, telephone 
and electricity, It should be: noted that 
the prices of these things generally 
change more slowly than commodity 
prices, so the relative marketing cost 
varies inversely with changes in the 
price level. Thus, when commodity 
prices are rising, marketing costs de- 
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Distribution — 


‘Target for Cost Reduction 


By H. W. MORROW 


Manager, Lubrication Sales, Sinclair Refining Company 


Distribution — in war or peace — 


offers sizeable targets for cost reduc- 


tion studies. 


crease relatively; and when commodity 
prices are falling, marketing costs in- 
crease relatively. 


COMPARING COSTS AND SERVICES 

It is believed that marketing costs 
have increased during the past thirty or 
forty years. It would be surprising if 
they had not in view of the increased 
number of people engaged in marketing, 
the increased services rendered consum- 
ers, the greater distances products are 
transported, the large sums spent for 
advertising, the expensive fixtures used 
by retail stores, the duplication of de- 
livery routes and selling effort, the 
amount of shopping done by consumers, 
the amount of time salesmen are idle 
waiting for customers or interviews, the 
greater expense to travel and many sim- 
ilar factors. This does not necessarily 
mean that consumers are injured by 
such increased costs, because other 
forces come into play which may tend 
to offset such increases, or increase the 
time or place value sufficiently to serve 
as an offset. For example, producing 
goods in localities especially adapted to 
their production, in large or efficient 
plants, may establish production costs 
low enough to more than offset the in- 
creased marketing costs. 

The important question is, — “Are 
marketing costs too high?” If so, and 


the general assumption is that they are 
too high, then we have one fertile ave- 
nue to tread in our search for more 
profit. However, we should be warned 
that while this road has possibilities it 
likewise has pitfalls. We generally con- 
sider one who reduces costs as a bene- 
factor, but opposition to improvement 
is frequently raised by those who may 
be injured. Reductions in cost are likely 
to involve a reduction in the number of 
workers, who will object. Some retail- 
ers, such as chain store operators, de- 
veloped a method of marketing involv- 
ing large scale operations in buying and 
advertising, which reduced costs. They 
called this process “integration.” The 
opposition to such stores has been so 
great that many states passed laws im- 
posing graduated taxes on chains, in 
order to offset their savings and prevent 
them from reducing prices. 

There are some who hold up the bug- 
bear of monopoly and argue that mar- 
keting costs should be increased as an 
insurance measure. The thought seems 
to be that we should be willing to sup- 
port an inefficient system, for fear an 
efficient system will eventually become 
a monopoly. It is also held that high 
marketing costs are necessary in order 
to put new products in the hands of con- 
sumers. High pressure sales methods 
were required to place such things as 
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vacuum cleaners, typewriters, cash reg- 
isters. electric irons, washing machines 
and a host of other items, on the mar- 
ket. The argument may have some merit 
but it should be noted that the high 
marketing expense was necessary only 
when the items were new and customers 
had to be “educated” to their desira- 
bility and use. As soon as they became 
well known and established, the high, 
specialty selling expense was no longer 
necessary. By reducing selling costs, 
prices to consumers could be reduced 
and more profit realized. The path of 
reducing marketing costs has possibili- 
ties that can well be studied intensively 
by management in seeking the greener 
pastures of profit. 

In this connection, I should point out 
that one of the most important prelimi- 
naries to such study is to develop ac- 
curate costing figures in the sales field. 
For years, intensive studies of manufac- 
turing costs have been made and ac- 
curate figures determined. But when it 
comes to commercial costs of adminis- 
tration and selling we spread expenses, 
blanket fashion, over the whole field. 
The general practice has been to lump 
all selling and administrative expense 
and determine an average percentage 
rate to the sales dollar. When it comes 
to accurately determining profits and 
losses by product lines, the relative costs 
of territories and branches and_ the 
effectiveness of salesmen, the average 
method is useless and leads to danger- 
ous conclusions. It seems self-evident 
that an activity which involves 50% or 
more of the total cost of producing and 
marketing is deserving of careful cost 
study. It is vital to have facts rather 
than opinions, if we would avoid mis- 
takes. 

In mentioning the use of costly high 
pressure sales methods a few moments 
ago, I said they sometimes were neces- 
sary to the introduction of a new item, 
but when customers had been “edu- 
cated” to their desirability and use the 
sales practice could be discontinued in 
the interests of effecting savings. That 
word “educated” is the nucleus of my 
next thought concerning “More Profit” 
and is the foundation for a whole series 
of important activities in the sales field. 


FROM PRICES TO COSTS 

We shall assume that we've taken 
steps to secure reasonably accurate cost- 
ing information and when we look it 
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over, we find the selling costs on certain 
items are quite high. It becomes ap- 
parent those lines are not profitable. We 
can cut the offending items out of our 
catalogue if we wish and that may ulti- 
mately prove to be the proper answer. 
However, before taking that drastic a 
step, there are other solutions worthy 
of consideration. Perhaps the volume is 
important from a production standpoint 
and it may affect other items adversely 
if discontinued. It pays to go slowly 
and follow the plan of considering each 
change so well that no further modifica- 
tion need be made. One practical answer 
to the problem we are discussing was 
dramatically developed by Wallace Hol- 
liday right in your own state. He took 
the Standard of Ohio and in twenty 
years, quintupled its business and made 
it a force in the state, instead of a com- 
pany on the verge of liquidation. Price- 
wise Sohio was in dire straits when 
Holliday took over; costs were exorbi- 
tant and consumer prices were out of 
line. He reasoned that, and I quote, 
“Short-range prices are set by the mar- 
ket and costs must be cut to meet prices. 
If a company is to survive it must meet 
the market in which it operates and 
work back from that to cut its costs.” 
Holliday’s solution worked for Sohio 
and with good reason. 

Other students of the business scene 
have arrived at a similar conclusion. 
It is apparent that, under our system of 
business, production costs do not have 
such a direct effect as some people sup- 
pose. If you could take your production 
cost and then add a sum to cover sell- 
ing expense and a fair profit, success 
would be easily attained. Actually, as 
Holliday said, short range pricing has 
little to do with costs but much to do 
with the market and competition. If 
you are going to stay in business you 
must be competitive and costs must be 
cut until you are competitive and earn 
a profit or you go under. Over a long 
period, and under the competitive sys- 
tem, prices tend to equal the cost of 
production of the marginal producers. 
These are the non-profit producers who 
sell so low they are barely managing 
to stay in business. It is evident that if 
a producer cannot adjust his produc- 
tion and marketing costs to meet such 
a situation, he must either shift to prod- 
ucts he can produce more efficiently or 
accept the inevitable and go out of 
business. 


There is another factor bearing on 
prices which must be studied and that 
is the effect of demand. In order to find 
a buyer, goods must have a use value. 
They must satisfy a need or desire. 
Since consumers are always faced with 
the problem of making their limited 
funds supply their unlimited needs and 
desires, they are forced to adopt a pref- 
erential system of selection in order to 
get the most for their money, and satisfy 
their most pressing needs. Therefore, to 
sell a product in volume, it must be 
available within the income and demand 
limits of enough buyers to absorb the 
supply. A change in the price of the 
product brings into the market, or ex- 
cludes from it, people who formerly 
were unable to afford the item, or who 
are made unable to afford it by the 
price increase. 

It becomes apparent we must educate 
ourselves to view our marketing prob- 
lems factually and realistically. We 
must study and learn our production 
costs, our marketing costs, our competi- 
tive positions and the possibilities that 
surround each situation. We must edu- 
cate ourselves to secure facts and act on 
those facts rather than on opinions. 
Only in this way can we be reasonably 
sure we will be able to extract “More 
Profit” from improved marketing meth- 
ods. We must employ self education in 
these and many other matters. 

What about our salespeople and our 
customers, can or should we do any- 
thing to educate them? 

What we need to do depends of 
course on what sort of business we are 
in and what kind of sales organization 
we have. If we sell by direct contact, 
we employ people to engage in personal 
salesmanship. This may be in the retail 
field or the wholesale field. Our cus- 
tomers may be individuals, or business 
firms, or distributing organizations of 
one kind or another. If we sell by in- 
direct contact, we use advertising to ex- 
ert impersonal salesmanship. A sales- 
man can search out buyers, select the 
appeal best suited to the prospect, 
answer questions, demonstrate the use 
of products and do many other things 
to influence the sale favorably. 

The principal drawback to the use of 
salesmen is the expense involved. While 
some organizations use only one type 
of selling, either salesmen or advertis- 
ing, I think the most effective approach 
calls for a combination of the two. 
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What kind of education of salespeople 
should we undertake? I am sure no one 
will dispute the advisability and value 
of having well informed salespeople, 
who can explain the benefits and merits 
of the product. It will pay us well to 
devote time and money to their training, 
so as to be sure they have the funda- 
mentals. They should be thoroughly 
versed in the strength of the product 
and also its weaknesses, so they can 
handle themselves intelligently. Above 
all they should be trained to tell the 
truth about their proposition. I don’t 
mean the “commercial” truth, but the 
honest truth, that enables them to hold 
their heads up and look a man in the 
eye. If the product doesn’t have that 
kind of merit, it isn’t worth selling! One 
of the greatest injuries to selling is the 
belief some people have that salesmen 
will say anything to make a sale. I won't 
have a man in my organization with that 
attitude, if I know it. 


We must educate our salespeople in 
the art and science of selling and teach 
them the technique of setting up a sale. 
He must learn how to start a sale and 
then do and say the proper things, to 
arouse interest and create a desire, 
strong enough to enable him to close 
the sale. He must be taught how and 
when to use samples, conduct demon- 
strations and how to overcome objec- 
tions without creating resentment. 


I have just mentioned demonstrations. 
One of the activities management should 
spark plug, in order to improve sales- 
manship, is a study of the possibilities 
in the product, for demonstrations which 
will carry the message unmistakably. I 
have in mind a demonstration such as 
A. J. Alsdorf worked out for his sales- 
men, when he took over the Presidency 
of the Cory Corporation, whose princi- 
pal product is coffee brewers. In five 
years sales were carried from the 2% 
million a year mark, to somewhere near 
12 million dollar line and this was ac- 
complished in the highly competitive 
appliance field. One of the big sales ob- 
stacles was the fact people did not like 
glass, because of the likelihood of break- 
age. Cory salesmen put on a demonstra- 
tion which involved the use of a block 
of wood and some nails. Before the 
dealer’s eyes the nails were driven into 
the wood — with Cory Glass Brewers 
for hammers! This simple demonstra- 
tion effectively scotched the breakage 


idea and when Cory salesmen left the 
dealers’ presence, they carried orders 
with them. It is true that all products 
do not lend themselves to such dramatic 
presentations, but it is amazing what an 
ingenious research man, who approaches 
the sales problem with the right view- 
point, can do. 


EFFECTIVE REPORTS 

Another thing which should be taught 
to sales people is what kind of reports 
are most helpful to management. In the 
great majority of cases when sales re- 
ports are mentioned, the thing that is 
visualized is the daily report which sets 
down in a dry routine fashion how many 
calls the man made, who he called on, 
how many orders he took, how many 
miles he drove, how much he spent for 
meals, etc. Those things may be neces- 
sary or desirable in your overall sales 
control picture, but they are not the type 
of reports I have in mind. In our own 
organization we have a system whereby 
our key men render a narrative-type re- 
port at certain intervals. In some cases 
the reports come in weekly; in other 
cases every two weeks. These reports are 
written in the form of a newsy letter 
which conveys to the central office the 
salesman’s view of what is going on in 
his territory as he sees it. 

He briefly summarizes important sales 
problems with important customers and 
tells what he is doing or needs to do or 
what help he anticipates requiring. He 
devotes a section of his letter to competi- 
tive news and tells us what our competi- 
tors are doing, what products they are 
pushing actively, what he thinks we need 
to do to meet the situation. He devotes a 
part of his report to conveying data 
about the price picture, both as regards 
to competitive accounts as well as our 
own problems. In short, what we try to 
train him to do is to tell us about things 
that have come to his attention which, in 
his opinion, are important. Some of these 
reports give rise to programs of research 
or they spark plug extensive sales acti- 
vity of one kind or another which lead 
to more profitable sales. We have come 
to look for these particular reports with 
a great deal of interest. It is probably 
needless to point out that they also serve 
as a yardstick to indicate the develop- 
ment of the salesman’s personality and 
good judgment. The kind and character 
of the information he secures, and the 
way it is presented, tell us a great deal 


about the man, which is important to 
know in building our organization. 

There are innumerable other things 
which should be taught a sales organiza. 
tion that are worthy of discussion and 
have a direct bearing on our subject, 
Such things as training the men to oper- 
ate close to home markets and teaching 
them how to route themselves most effec. 
tively so as to reduce travelling expense 
and gain selling time are important. It is 
important, from a psychological stand. 
point to give the men stimulating infor. 
mation about themselves and their jobs, 
so they can do a little personal evalua- 
tion. For example, we have worked out 
methods of informing the individual 
salesman about a number of important 
things, such as the ratio of his salary 
and expense to revenue, how much it 
costs him to sell a gallon of oil in his 
territory and how much revenue we se- 
cure from that gallon on the average. 
We are able to indicate his selling cost 
per call, and other similar interesting 
data. With this kind of information in 
his possession, it is not hard to show a 
man what he must do to become profit- 
able to the company. Since this system 
was started last Fall, a worthwhile re- 
duction in the selling cost per gallon, 
and the percentage of salary and ex- 
pense to revenue, has taken place. 

If marketing costs are too high there 
is much evidence that a considerable part 
of the cost can be laid at the door of the 
customer. One item is the result of pro- 
viding materials in a variety of forms to 
suit the individual taste. It is obviously 
impossible to make clothes or shoes, hats 
or furniture to one standard pattern in 
the same way that Standards have been 
set for the manufacture of common brick 
or steel rails. Some things lend them- 
selves to standardization: others do not, 
but it goes without saying that costs are 
increased when manufacturers must 
make things in a wide range of brands, 
sizes and shapes. Another cost which can 
be laid at the consumer’s door is imposed 
by seasonal considerations. 

The manufacturer, however, must 
work far in advance of those dates in 
order to be ready at the time the demand 
develops. In so doing, he must incur 
warehouse costs as well as assume the 
risk of forecasting what people will like 
when the season arrives. Another con- 
sumer habit which increases marketing 
costs is the privilege of buying materials 
in small quantities and from day to day. 
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Man, women make a daily trip to the 
grocery store and drug store to purchase 
articles for which there is a regularly re- 
curring need. It is highly possible they 
can effect savings by purchasing these 
articles in larger packages or greater 
quantities, but so long as they insist upon 
the convenience of daily shopping, we 
need many more retail outlets and must 
increase retail selling costs more than 
would otherwise be the case. Other 
serious costs from the consumer’s stand- 
point result because of people’s igno- 
rance of how to buy. One customer in a 
retail store may take an hour of the sales- 
man’s time to make a two dollar pur- 
chase. while another customer, who 
knows what he wants, will discharge the 
task in five minutes. 

Obviously a campaign to educate 
shoppers -and consumers in better ways 
of buying would have great possibilities. 
I do not think the project is an impos- 
sible one because people’s buying habits 
can be influenced if the right technique 
is employed. You all remember when 
Christmas shopping was done in the last 
day or two before Christmas, but the 
slogan, “Do your Christmas shopping 
early,” supported by well reasoned state- 
ments and appeals has gradually borne 
fruit. Now shopping takes place earlier 
and, as a consequence, people buy more 
than they formerly did when they had to 
act in haste. A similar campaign, which 
would teach people to save money by 
buying in larger packages or quantities 
and think out their shopping needs be- 
forehand, would be well worth starting. 
It would hold considerable promise of 
reducing selling expense and increasing 
profits. 

I do not think the business man is 
without blame in this situation because, 
in all too many cases, he had encouraged 
people to shop leisurely and to place 
small value on such things as free de- 
livery service, the return privilege, etc. 
The customer probably has no idea what 
these things cost and it might be that 
some business houses would be surprised 
to develop the facts, as to cost, for 
themselves. 


IMPORTANCE OF DISTRIBUTION 

For many years, a considerable sec- 
tion of management has viewed their 
operations as being primarily problems 
in manufacturing. Having made the ar- 
ticle, they hired someone to sell it. In 
many cases, management kept its at- 
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tention focused more closely on the pro- 
duction side of the business, and as a 
result, very worthwhile gains have been 
made in reducing production expense. 
However, as has already been pointed 
out, the study of marketing has devel- 
oped the fact that marketing costs are 
ranging from 50% to 85% of the total 
cost of producing and marketing an 
article. Perhaps, then, this will be a good 
time for management to begin to think 
of its business as being the business of 
selling, rather than just the business of 
manufacturing. If it is approached from 
that angle then one of the first steps to 
be taken is to put the emphasis on ac- 
complishment. To do that, exact knowl- 
edge must be had of what is going on 
and that brings us back to the thought I 
mentioned earlier involving the necessity 
of having good costing practices applied 
to the sales end of our businesses. Sav- 
ings may be possible in the field of trans- 
portation and storage of goods. Manu- 
facturing larger quantities, arranging for 
central warehouses to reduce LCL hand- 
ling, and the adoption of powered ware- 
house handling equipment are only a 
few of the labor saving devices which 
come to mind and which can effect great 
economies. 

In connection with the sales job itself, 
I believe that when management ap- 
proaches the business of selling along 
these lines and when they show their 
sales force they are deeply and sympa- 
thetically interested in sales problems, 
a great improvement in the selling at- 
mosphere will result. There will be many 
activities that management will want to 
encourage which will be important in 
electrifying a sales organization. The 
establishment of good, sound, recogni- 
tion activities, such as a merit club or an 
achievement club for satisfactory sales 
performance will be most stimulating. 
Contests of various kinds, in which man- 
agement takes a direct and personal in- 
terest, will be most effective. The trouble 
in too many cases is that sales managers 
struggle to produce a showing, but the 
men higher up brush the efforts and 
achievements to one side, because they 
are more concerned with problems of 
production. 

Management can well afford to interest 
themselves in a study of the tools their 
sales organizations may need to do their 
job most effectively, and then appropri- 
ate the necessary sums to procure those 


tools. The Black & Decker people, for 


example, provided a cut-a-way tool and 
a stroboscope, so the tool could operate 
and the working mechanism could be 
studied under the stroboscope, to create 
the illusion of slow-motion. In this way, 
their sales force was trained to know 
exactly what to expect when the tool was 
operated: They developed fine sales 
stories as a result. 

Many other companies have gone to 
similar or greater lengths to train their 
sales organizations effectively and such 
activities pay dividends. Other tools 
which deserve management interest are 
such things as sound motion picture 
films or sound slide films for the educa- 
tion of sales people and customers alike. 
Many products are so bulky and cumber- 
some they cannot be brought into the 
customer's office for demonstration or 
observation. Under these circumstances, 
a motion picture film or a sound slide 
film will be a logical solution and an 
effective sales tool. 

Last but not least, careful thought 
should be given to the compensation 
basis. Perhaps it is not possible to pin- 
point the man actually responsible for 
the sale. In that case, a straight salary 
is probably the only answer to the prob- 
lem. However, the very nature of sales 
work and the intensely personal ap- 
proach which pays off so handsomely 
when it is the right kind, makes it desira- 
ble to adopt some sort of an incentive 
plan if one can be worked out. Straight 
commission selling has numerous draw- 
backs, although some industries seem to 
find it quite satisfactory. However, the 
established business firm, consistently 
operating in the same territory year 
after year will probably find a combina- 
tion of minimum salary, or drawing ac- 
count, and a commission, for perform- 
ance beyond a set quota, the best. Such a 
plan provides the man, who produces, 
with commensurate rewards for his ef- 
forts and encourages him to continue to 
exert himself. It goes without saying 
that any such plan should only be 
adopted after careful study and a 
thorough evaluation of all factors. 

This is particularly true if it involves 
a change in the compensation rates of 
an established business. The very traits 
of human nature which make man fight 
for recognition in merit clubs and on 
achievement rolls will encourage him 
to give of his best when he knows his 
pay check will reflect the results of his 
efforts and do it immediately. 
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Business Ethics: 


Faet or Fiction? 


By MAURICE BAUM 
Head, Department of Philosophy, Kent State University 


A comprehensive view of many litile- 


known areas where constructive self- 


examination and self-discipline oper- 


ate successfully. 


RIOR TO 1929, mention of the term 

“business ethics” generally provoked 
a smile of derision or an expression of 
blank incredulity. Today the term is 
likely to arouse memories of New Deal 
legislative reforms, or to focus attention 
on some recent governmental adminis- 
trative edict. Seldom does it suggest 
much more than a reference to the ques- 
tionable character of prevailing princi- 
ples and practices in some field of busi- 
ness activity. 

That “business ethics” might involve 
the voluntary attempt on the part of 
business men themselves to sustain and 
improve desirable standards of economic 
behavior, would never occur to the scep- 
tic and the critic of American business 
morality. 


CYNIC AND SCEPTIC 

The explanation of the older hostile, 
cynical attitude toward the subject of 
“business ethics” lies in the fact that 
most citizens have been inclined to judge 
the morality of business by some relig- 
ious code of ethics, such as the Sermon 
on the Mount. Finding little or no actual 
agreement with their self-chosen code, 
these individuals declare business ethics 
to be wicked or mischievous. 

What makes business morality neces- 
sarily distinct from a religious morality, 
or even a professional type of ethics, is 
the very fact that men are expected to 
behave differently when buying and sell- 
ing, for example, than they do when they 


are playing the role of friend, husband, 
parent, loyal citizen, or member of a 
profession like medicine. 

A religious ethics would necessarily 
stress such personal virtues as generosity 
and helpfulness, self-sacrifice and love, 
which are irrelevant, if not sometimes 
inimical, to the activities of men who 
must compete and make a profit if they 
are to remain in business. Knowledge, 
ingenuity, industriousness, efficiency are 
the virtues more likely to distinguish the 
true business man. For as Edward Filene 
would put it, a business man might be a 
good man personally, in the religious 
sense of the term “good”, but he is not 
really a good business man until he can 
produce needed or desired goods and 
services at a price people can afford to 
pay, and can do so as well or better than 
any competitor without using unfair 
methods of competition or going bank- 
rupt himself. Whether this man is also a 
loyal husband, a responsible father, a 
generous contributor to worthy causes, 
and a faithful church attendant falls out- 
side the scope of a judgment of his 
ethical worth in business. 

The incredulous sceptic of business 
ethics, on the other hand, finds it im- 
possible to believe that an activity moti- 
vated primarily by the desire for mate- 
rial profit, under competitive circum- 
stances, could ever be regarded as having 
desirable aims and achievements. Surely 
such activity is at best an a-moral area 
of human effort. In brief, business by its 


intrinsic nature is incapable of produc. 
ing an acceptable sound morality. 

Here again we are confronted by the 
unfortunate outcome of an_ inherited 
pernicious habit of thought: Why should 
the scope of true moral judgment ex. 
clude conduct devoted to the necessary 
activity of making a living that one may 
live at all, and perhaps prosper enough 
to afford the time and expense needed 
to cultivate the most refined cultural 
interests. 

Obviously, if we are to restrict the 
term morality to only those personal 
activities related to sex, liquor, and 
gambling, there can be no ethical prob. 
lems concerning selling, competition, 
and advertising as such. But on what 
legitimate grounds can we justly elimi. 
nate so much of human activity today 
from rational moral judgment? The ul- 
timate consequence of such a narrow 
conception of morality is to regard a 
man as good who violates no conven- 
tional standards of sex conduct, although 
he may be guilty of using blatant lies in 
his advertising and the crudest type of 
sex appeal in his company-sponsored 
television entertainment. 


HISTORY OF BUSINESS ETHICS 

As a matter of historical record, the 
morality of American business has varied 
with the development of this country and 
the cultural status of its population. 
Methods of selling, for example, used 
by peddlars during the pioneer period 
when the risks of travel were great, mer- 
chandise not clearly marked or standard- 
ized, and customers uneducated, were 
supplanted by better methods when 
stores appeared with a fixed location in 
a given community, and repeat sales 
were made to consumers who had bene- 
fited from public education. Still higher 
standards of selling were expected when 
national advertising, standardized prod- 
ucts, and factory-trained salesmen ap- 
peared on the American business scene. 
New conditions of existence plus new 
methods of manufacture and distribution 
have shaped the continuous evolution of 
the American business man’s economic 
conscience. 

At first, moral progress was slow, and 
depended largely on the efforts of certain 
individually courageous men who sought 
to improve first their own, and later 
their competitors’, habits of doing busi- 
ness in the direction of greater con- 
sumer value and satisfaction. New poli- 
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cies regarding the pricing, display, and 
selling of merchandise inaugurated by 
such men as A. T. Stewart, John Wana- 
maker, Marshall Field and Edward 
Filene radically transformed much of 
the business ethics of their age and ours. 
The policy of the one price system, of 
plainly marked tags, of courteous in- 
formative selling, and of genuine sales 
reductions so familiar today were all 
once regarded as dangerous innovations. 


In more recent years, improvements in 
standards of business ethics have de- 
pended less and less on the unorganized, 
single-handed heroic efforts of individual 
reformers in business. Certain organized 
agencies within and without government 
have promoted a steady, truly remark- 
able advance in business ethics which 
deserves to be much better known and 
appreciated by all students of the Ameri- 
can economic system. 


THE FEDERAL TRADE COMMISSION 

By far the most important political 
agency has been the Federal Trade Com- 
mission which began its most effective 
ethical work after 1925. Ever since the 
establishment of its Trade Practice Con- 
ference Division in 1926, this agency has 
attempted most successfully to enlist the 
cooperation of business men, through 
their trade association groups, and to 
inaugurate programs designed to prevent 
and eliminate the undesirable practices 
which they themselves recognized as 
detrimental to the consumer and their 
own reputations. 

The fact is that trade-practice rules for 
more than 150 industries,’ consisting of 
both mandatory, legally enforceable and 
voluntary non-legal regulations, have 
been established through a democratic 
systematic procedure.” This is solid tes- 
timony to the ability of government and 
business to work together in the joint 


*Contrary to popular opinion, code-making 
occurred even before the 1926 action taken by 
the Federal Trade Commission. Service clubs, 
like Rotary International, did much in the 
early twenties to stimulate and direct the writ- 
ing of codes of business ethics by various 
groups. Most of these pre-New Deal, non- 
N.I.R.A. codes, however, failed to achieve their 
ethical aim of raising the standards in given 
trades because their provisions were too senti- 
mental and vague, lacked specific means of 
enforcement, and included no _ deterrent 
penalties. 

*For a detailed account of the aims and 
procedures of the Federal Trade Commission 
with respect to code-making, see, Annual 
Federal Trade Commission Report for 1948, 
pp. 55-56. 
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solution of difficult problems concerned 
with defining and enforcing needed 
workable rules of competition that 
would be fair to competitors, buyers, 
and the public in general. This is a 
truly outstanding example of a continu- 
ous, organized effort to provide the in- 
centive and the opportunity for business 
men to engage in beneficial collective 
self-examination and self-disciplining to 
correct undesirable business principles 
and practices. 


BETTER BUSINESS BUREAUS 

An even greater testimony to the vol- 
untary, earnest efforts of business men 
themselves to scrutinize and improve 
their standards of economic morality, is 
furnished by the history of Better Busi- 
ness Bureaus.” These bureaus were first 
organized in 1914 as an outcome of the 
work of the National Vigilance Adver- 
tising Clubs of America. The latter or- 
ganization had inaugurated a campaign 
to combat misleading, deceptive, and 
fraudulent national advertising then so 
prevalent in the United States.“ 

When local Better Business Bureaus 
were created, they were established as 
autonomous, self-supporting organiza- 
tions with no dependence in any form on 
local, state, or federal governments. Both 
their financial support and the formula- 
tion and application of their policies, 
remained the sole responsibility of their 
local business membership. Here was 
true self-regulation in behalf of higher 
standards of business ethics. 

From organizations which at first con- 
fined their efforts mainly to the super- 
vision of local advertising, the control 
of irresponsible stock and bond sales- 
men, and the elimination of all types of 
predatory peddling, the Better Business 
Bureaus have greatly expanded their 
programs of action’ to achieve more 
constructive ethical goals. So they have 
helped local business men to frame 
needed codes of their own to cope with 
local unethical trade practices in a given 
field; published fact bulletins about a 


large number of products and services 


*This history may be found partially re- 
corded in the following sources: Here’s Help 
for Business, Employees, the Public (pamphlet 
published in 1948 by the National Better Busi- 
ness Bureau); Manual of Operation, copy- 
right 1947, by the Association of Better Busi- 
ness Bureaus. 


“For an authentic account of the formation 
and consequences of this campaign, see The 
Fight for Truth in Advertising, by H. J. Ken- 
ner, Round Table Press, Inc., 1936. 


to help enlighten consumers;’ provided 
free talks on better business practices to 
schools and given similar radio ad- 
dresses; maintained a comprehensive 
file of all complaints, and their adjust- 
ments, so that the public could inquire 
about the known record of a specific 
individual or corporation in business; 
printed a complete, effective ethical 
Guide for Retail Advertising and Sell- 
ing; now in its fourth revised edition; 
sponsored a program of honest con- 
sumer education which deals objectively 
and fairly with both the merits and the 
defects of the Free Enterprise System in 
America. This latter program was in- 
augurated by the National Better Busi- 
ness Bureau in 1942 to combat a grow- 
ing misunderstanding of business among 
students since depression years. 

Through the support of many different 
kinds of local businesses, with the guid- 
ance of professional managers and their 
trained personnel, and the cooperation 
of newspapers and local civic authorities, 
the Better Business Bureaus, established 
in over 90 cities, have made a bright 
record of democratic, collective achieve- 
ment in raising the ethical standards of 
business. The most astonishing aspect of 
this accomplishment is the fact that the 
members of these bureaus have accepted 
criticism and been publicly penalized 
for violations of the policies which their 
own bureaus had formulated. Is it not 
remarkable for business to hire some 
one to help keep its conscience un- 
tarnished! 


TRUE NATURE OF BUSINESS ETHICS 
When one surveys the field of Business 
Ethics as a whole,” he discovers that the 


°Some conception of the scope of this activ- 
ity can be gained from the following figures 
published in Facts You Should Know About 
Your Better Business Bureau, p. 13: “In an 
average year, 106 radio stations in 81 cities 
gave 1400 hours of time to Better Business 
Bureaus, while 134 newspapers carried 6,000,- 
000 lines of Better Business Bureau advertis- 
ing: 5,340 news items were published; 2,000,- 
000 bulletins issued; 589,000 pamphlets dis- 
tributed; 120,000 posters displayed, and 680,- 
000 Fact Booklets distributed. These figures 
represent only part of one year’s operations.” 


These “Fact” bulletins deal with Cosmetics, 
Jewelry, Furs, Health Cures, Borrowing, Bud- 
geting, Securities, Investment (Trust Com- 
panies), etc. (26 in all). They are still sold 
for 5 cents a copy. 


*For a comprehensive, detailed discussion 
of Business Ethics with original source mate- 
rial, see Readings in Business Ethics by 
Maurice Baum, The William C. Brown Com- 
pany, Dubuque, Iowa, 1950. 


19 


| 
lue. 
the 
ited 
ex- 
ary 
nay 
ugh 
ded 
iral 
the 4 
ynal 
and 
‘ob- 
ion, 
hat 
mi- 
day 
ul- 
rOW 
da 
en- 
ugh 
in 
of 
red 
the 
ied 
and 
on. 
sed 
iod 
1er- 
we 
ere 
hen 
ales 
ne- 
her 
nen ae 
od- 
ap. 
ne. 
ew 
of 
nic 
ain 
ght 
iter 
- 
4 
= 
NT = 


problems there must be classified and 
dealt with under such headings as adver- 
tising, competition, and selling.” For the 
moral problems of business are created 
by specific facts and particular tenden- 
cies peculiar to each of the main special- 
ized divisions of wholesale and retail 
activity. 


One final consideration needs to be 
kept in mind when dealing with the field 
of business ethics. Contrary to much 
popular opinion, an ethical problem does 
not occur when there is a plain violation 
of a known law—that situation calls for 
better law enforcement or revision of the 
original law by appropriate procedures. 
But when there is a definite conflict of 
demands, no one of which is in itself 
wrong or evil, there is a true ethical 
problem created of reconciling such de- 
mands and harmonizing the conduct of 
all the parties involved in that situation. 


In brief, true problems of business 
ethics are not problems of purely per- 
sonal temptation; they are not neces- 
sarily created by corrupt individuals, 
nor do they occur in situations where a 
known good or verified right are stub- 
bornly opposed by a known evil or a 
verified wrong. 


PROBLEMS OF PERSONAL SELLING 

Given this interpretation of a problem 
in business ethics, it is possible to in- 
dicate briefly the more important prob- 
lems in the fields of selling, competition, 
and advertising. As for personal selling, 
we need to determine the sound ethical 
solutions for such questions as: What 
kind, and how much, information is a 
prospective buyer entitled to? Are all 
selling appeals equally desirable, and if 
not, why not? Does the consumer him- 
self have any moral duties in regard to 
his habits of purchasing, his relations to 
the salesman, and his attitude toward 
the store? 


At present, the following general prin- 
ciples have been applied to the solution 
of such problems: A customer is entitled 
to whatever information is relative to the 


Problems involving labor and personnel re- 
lations, as well as the larger issues of the 
relation of government to business, require 
such highly technical and often legal analyses 
that only experienced experts have the neces- 
sary qualifications to discuss these matters. 
When the broader aims of business and gov- 
ernment are under consideration, one enters 
the realm of social and political philosophy 
rather than that of business ethics in the 
proper meaning of the term. 


price and utility of an item for sale when 
that information might affect his final 
decision. For example, if a new camera 
is being sold at a great reduction in price 
because this model is being discontinued, 
with the likelihood that repairs will 
henceforth be more difficult to obtain, 
this fact should be made known to the 
consumer. It will not detract from the 
truthfulness of the reduction and may 
very well be irrelevant to the customer’s 
wants or needs. 


Selling appeals which exploit any na- 
tive, or acquired, weakness of the cus- 
tomer are condemned as unethical be- 
cause they intensify such weaknesses and 
do not permit the sale of goods and serv- 
ices on their own comparative, objective 


~merits. Nevertheless, “fear”, and “flat- 


tery” may be used, as in selling tires or 
safety devices in the first instance, or 
clothing in the second, if the sale is ul- 
timately made on the basis of true facts 
and objective reasoning relative to actual 
customer need and want. 


Finally, the consumer is morally 
bound to avail himself of all reliable in- 
formation at his disposal relative to the 
qualities of what he is about to pur- 
chase; to ask for no special price reduc- 
tions or extra services to which he is not 
entitled because these are not granted to 
others; and to patronize those individ- 
uals and stores which consistently aim 
to sell the best available goods and serv- 
ices at a reasonable profit without resort- 
ing to dishonorable competitive methods 
of undercost selling, coercion by force, 
or intimidation. Morally responsible con- 
sumers do not waste the time of sales- 
people, or behave discourteously toward 
them, nor do they add to the financial 
cost of doing business by returning 
hastily purchased merchandise. 


CLAIMS, LAWS & SIZE 

Perhaps the three most critical ethical 
problems in the field of business com- 
petition are those of Comparative 
Claims, the Fair Trade Laws, and Big- 
ness. By the first problem is meant the 
difficulty of proving the superiority of 
one’s goods and services over those of 
competitors. We must grant that, accord- 
ing to capitalistic theory, comparison of 
products and services is eminently de- 
sirable as a means of encouraging better 
products and services, enlarging con- 
sumer satisfaction, and making for more 
initiative, originality, and production. 


On the other hand, how can the re. 
semblances and differences between 
products, for example the various soaps 
and brands of cigarettes, be accurately 
determined; under what circumstances: 
by whom, and for what needed or wanted 
purposes? Much remains to be done yet 
in solving this problem if the far too 
numerous exaggerated and misleading 
comparative claims, so raucously as. 
serted in print and on the radio, are to 
be controlled or eliminated. 


Fair Trade Laws make it legally pos. 
sible to fix prices at the retail level by 
cooperation of producer with a given 
retail or wholesale group, or even in- 
dividual seller. Such laws seem to have 
resulted in higher prices to the consumer 
and less flexibility in marketing. Thus 
the moral problem has been raised as to 
just who benefits the most from these 
laws, and why. Competitors, producers, 
wholesalers, retailers, the public and the 
Federal government now challenge the 
ethics of the comparatively new Fair 


Trade Laws.’ 


It is the problem of Bigness with 
which the Federal government has re- 
cently been even more concerned as a 
possible moral threat to true freedom of 
enterprise. Great “merger movements” 
based on the acquisition of physical 
assets rather than on the purchase of 
competitors’ stocks, has resulted, accord- 
ing to the Federal Trade Commission, in 
the creation of huge corporate monopo- 
lies which seem to threaten the inde- 
pendence of rival small firms, and to 
prevent the appearance of any new com- 
petitors. These powerful groups by doing 
a majority of the business in a given 
field can control, it is claimed, the pro- 
duction and price of articles for their 
own benefit, not the public’s, and 
through their wealth and power indi- 
rectly influence government policies to- 
ward business. The moral problem, 
therefore, becomes one of accepting the 
need and value of larger units of pro- 
duction and distribution required to 
serve mass consumption better, without 
permitting a possible misuse of power, 
the pursuit of unreasonable profits, and 
the prevention of the type of competition 
which acts as an incentive to increase 
production, improve quality, or lower 
costs of manufacture and distribution. 
Consumers and small business, the Fed- 


*See, for example, Fortune Magazine, Janu- 
ary and April issues, 1949. 
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eral Trade Commission believes,’ may 
need more legal protection against un- 
mistakable, and apparently irresistible, 
trends in the direction of concentration 
of industrial resources and business as- 
sets in the hands of fewer and fewer 
gigaiitic corporations. 


PROBLEMS IN ADVERTISING 

No field of business today offers as 
many. and as difficult, problems of moral 
adjustment and control as that of ad- 
vertising. In addition to inheriting many 
of the ethical problems related to selling 
and competition, previously outlined, 
there are other new, complex, and threat- 
ening difficulties. As one example, ad- 
vertising has been used in recent years 
by both organized employers and organ- 
ized unions to condemn and support the 
same strike: likewise, business groups, 
and at least one profession (medicine), 
have utilized advertising to combat pro- 
posed Federal and State regulations. All 
this activity has sharpened the question 
of truth in advertising and altered some- 


*°See Special Report submitted July 1, 1946, 
by the Federal Trade Commission to the 
Monopoly Subcommittee of the House Select 
Committee on Small Business, and the F.T.C. 
Annual Report for 1947, pp. 12, 14-18. 


what the traditional aim by which suc- 
cessful advertising has been previously 
judged. 

Because advertising is so much more 
ubiquitous and tireless than any living 
salesman could ever become, it has 
created problems of good taste which 
television will only broaden and _ in- 
tensify. Questions of nudity, vulgarity, 
and suggestiveness in advertisements for 
lingerie, bathing suits and cosmetics do 
occur because illustrations and text ap- 
pear in home-consumed magazines and 
newspapers used by both sexes of all 
ages and backgrounds. 

Since comprehensive and continuous 
national advertising campaigns empha- 
size effectively, after a given period of 
time, debatable trends in eating, drink- 
ing, reading and recreation, certain 
ethical problems occur: What appetites 
should be stimulated, and to what ex- 
tent? These problems cannot be ignored 
or avoided either by those who seek to 
profit for selfish reasons from such cam- 
paigns, or by those who would curtail 
this type of advertising to further narrow 
moral and religious goals of their own. 
The past success of advertising in per- 
suading women to smoke cigarettes; the 


current emphasis on the use of hard 
liquor as one virtue of “the man of dis- 
tinction”; and the conspicuous associa- 
tion of buoyant young girls with beer in 
popular media of advertising, are ex- 
amples which well illustrate some of the 
graver moral problems in recent ad- 
vertising.” 

Lately, new techniques of advertising 
have provoked ethical controversies re- 
garding the right of certain advertisers 
to use public conveyances and train sta- 
tions as places in which to broadcast 
their products under conditions which 
make it almost impossible for the indi- 
viduals present to ignore these commer- 
cial messages, so often quite irritating to 
ear and intelligence. 

Truly, an objective, comprehensive 
survey of the history and present nature 
of American business morality should 
convince any accurate observer and fair- 
minded, logical thinker that this morality 
has been, and still is, dynamic and pro- 
gressive in aim and accomplishment. 
Business Ethics is a Fact, not a Fiction. 


‘1Qn these trends, one might well read what 
a famous advertiser, Mr. John Orr Young, has 
said. See, Adventures in Advertising, Harper 
and Brothers, 1949, pp. 13, 168, 169. 
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The Management Bookshelf 


The Labor Leader, by Et GiNnz- 
BERG. 19] pages. New York, 1948: Mac- 
Millan. $3.00 


The Life Stories of America’s 50 
Foremost Business Leaders, edited 
by B. C. Forbes. 483 pages. New York, 
1948: B. C. Forbes and Sons. $5.00 


HE SEARCH FOR a solution to the 

chronic conflict between labor and 
management in Western industrial so- 
ciety has, surprisingly enough, only 
rarely included an investigation of the 
characteristics of the major actors in the 
drama: business and labor leaders. Al- 
though labor-management struggles 
often become personified in public 
thought as battles between a labor 
leader and a business executive, remark- 
ably little effort has been devoted to an 
attempt to understand the reasons for 
their behavior. Biographers have de- 
scribed, often with great literary skill, 
the success story of the empire builders 
of industry and, occasionally, the rise of 
a colorful labor leader, but all too fre- 
quently these accounts are designed pri- 
marily as an apology for or a condem- 
nation of the leader being described. 
Until objective and systematic character- 
izations of leaders and the functions of 
leadership are amassed and analyzed, no 
genuine understanding of industrial 
society can be achieved. 

The two books reviewed here, though 
containing a good deal of interesting 
information, contribute little to a basic 
understanding of the nature of leader- 
ship. Both make generalizations about 
the leaders they describe, but neither 
employs the methods of social science 
research now available for a penetrating 
study of the subject. In fairness to the 
authors, it should be indicated that 
neither pretends to make use of these 
methods. 

Forbes’ book on business leaders is a 
collection of brief biographies of fifty 
businessmen selected as leaders in their 
fields. Each is preceded by an eloquent 
citation for the accomplishments noted. 
The biographies are largely factual, re- 
plete with anecdotes, and contain a 
smattering of the subject’s “philosophy 
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of life.” In the introduction the editor 
compares this collection of leaders to a 
similar one obtained 30 years ago and 
notes the development of a profession- 
alization of business leadership as _re- 
flected by fewer men who built or in- 
herited the businesses they lead and by 
a higher level of formal education. 


Ginzberg’s study of labor leadership 
is prefaced by an unusual statement 
asserting in both an apologetic and an 
aggressive tone that his research methods 
lie outside the usual “code” that so- 
cial scientists employ to govern their 
methodologies. Perhaps this statement is 
prompted by the unfortunate fact that 
the publication of the material was de- 
layed several years by the war, making 
it appear somewhat out-of-date. Be that 
as it may, the book is a combination of 
armchair generalizations about the qual- 
ity of leadership, a brief statistical anal- 
ysis of some of the characteristics of 
executive-board members of ten national 
unions during the period 1900 to 1940, 
an extremely well-written case history of 
the organizing of a local union, and 


some observations and moralizingg 
about the future requirements for re. 
sponsible union leadership. 

Both of these books give the reader q 
good “feel” for the leaders they are 
describing; neither provides significant 
categories of description for a more 
scientific understanding. From Forbes’ 
summary one would conclude that the 
successful business leader should (and 
does) have not only liberal quantities of 
all the virtues prescribed by the Calvin. 
ist-Protestant ethic (integrity, self-denial, 
sincerity, industry, sobriety, etc., etc.) 
but also “higher qualities” of foresight, 
statesmanship, generalship, great mental 
and physical stamina, abnormal mem. 
ory, personal magnetism, dynamic force, 
and others. Although Ginzberg’s account 
of the labor leader does not enumerate 
so specifically the qualities required, his 
list would not be so different. His major 
thesis is that, first of all, the labor leader 
must have boundless energy and stamina 
and, in addition, that he must possess 
the skills of business and political lead- 
ership. The one clear difference between 
the two types of leaders revealed by the 
two books is the obvious one that most 
business leaders now-a-days have a col- 
lege education while most labor leaders 
do not. The hypothesis might be pro- 

(Continued on page 24) 
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NEW SAM CHAPTER 
THE NEW BRUNSWICK CHAPTER, 


SAM’s newest, will receive its charter on 
February 15th. Dillard E. Bird, national 
president, is scheduled to present the char- 
ter at a special “Charter Night” meeting 
in the Roger Smith Hotel at 6:30 P.M. 
Officers of the new chapter, which has 79 
members as of its organization date, are: 


President Carl E. Anderson, General Man- 
ager, Domestic Manufacturing, E. R. 
Squibb and Sons. 


Vice-President Claude V. Swank, Vice- 
President in charge of Manufacturing 
and member of Board of Directors, John- 
son & Johnson. 


Secretary John D. Wait, Administrative 
Assistant to General Manager of Do- 
mestic Manufacturing, E. R. Squibb & 
Sons. 


Treasurer Luther E. Beiswanger, Group 
Leader, Methods Engineering Depart- 
ment, Calco Chemical Division, Ameri- 
can Cyanamid Co. 


National Director Howard J. Baines, Divi- 
sion Head, Materials Control, Ware- 
housing, Packaging and Package De- 
velopment, Heyden Chemical Corp. 


Directors: Fred B. Sackett, Manager, Parl- 
ing Photo Products plant, E. I. du Pont 
de Nemours. 


Richard N. Paulson, Manager, Methods 
Engineering Department, Calco Chemi- 
cal Division, American Cyanamid Co. 
Charles H. Grote, Industrial Engineer- 
ing Supervisor, Johns-Manville Corp. 


The new chapter is the result of excep- 
tionally effective work on the part of its 
organizing committee. This committee was 
set up after a meeting between Carl E. 
Anderson and Dillard E. Bird established 
the foundation for the development of the 
new chapter. 


Howard Baines served as Chairman of 
the organizing committee with J. D. Wait 
as Secretary. Other members of the com- 
mittee included: John Penek, Richard 
Paulson, Fred Sackett, H. A. Estabrook, 
H. W. Baines, Paul Cox, Bruno Fila, E. H. 
MacNiece, Robert Moore, Charles Stoeffler, 
Prof. Joseph Vertrees and O. O. Vaught. 
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Dr. Lillian Gilbreth receives the 
Wallace Clark Award from John 
Willard at the NMC Annual Dinner. 


DR. LILLIAN GILBRETH, distinguished 


consulting management engineer and 
pioneer member of SAM, received the 
Wallace Clark Award for outstanding 
contributions in the field of scientific 
management. The award was presented at 
the Annual Dinner of the National Man- 
agement Council on January 10, 1951. It 
was presented to Dr. Gilbreth in recogni- 
tion of over thirty years of service and 
contribution to the improvement and de- 
velopment of scientific management prac- 


tices and application of its basic principles. 

The Award has been established by 
Mrs. Pearl Franklin Clark in honor of her 
late husband, Wallace Clark, who was 
internationally known for many years as 
a leading management consultant. 


Emerson Trophy Standings 
Chapter Performance Award 
As of November, 1950 
CHAPTER TOTAL 
Washington 1048 
898 
760 
743 
691 
579 
Philadelphia 570 
488 


THE NEW LA SALLE COLLEGE STUDENT 


CHAPTER received their charter at a spe- 
cial “Charter Night” meeting, January 
17th at Philadelphia. C. A. Slocum, Na- 
tional Executive Director, presented the 
charter to Salvator Bartucci, Chairman of 
the new student chapter. 

John Slack, president of the Philadel- 
phia chapter, which sponsored the new 
La Salle student group, welcomed them 
into the SAM organization. The principal 
speaker of the evening was John M. Mc- 
Ilvain, Chief Industrial Engineer, Atlantic 
Refining Company who spoke on, Manage- 
ment and the Management Student, What 
Each Should Expect of the Other.” 

Many distinguished guests from the 
Philadelphia chapter and nearby indus- 
trial organizations attended the meeting. 


La Salle College Chapter chairman, Salvator Bartucci receives charter from 

C. A. Slocum, SAM National Executive Director. John M. Mcllvain (center ) 

Chief Industrial Engineer, Atlantic Refining Co., was the principal 
speaker at the Charter Night Meeting. 
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posed that the accident of birth in one 
rather than another social class is the 
primary determinant of whether a given 
man leads a business or a union. 

Since such generalizations help little 
in understanding the problems of mod- 
ern society, it is encouraging to note that 
recent advances in psychology, soci- 
ology, and cultural anthropology now 
make it possible to employ much better 
methods of collecting and analyzing 
data than those displayed in these books. 
Some especially notable studies are cur- 
rently being conducted on business and 
military leadership, and it is to be hoped 
that their findings will soon be made 
generally available so that a systematic 
theory of the functions of leadership can 
be evolved and scientifically tested. 

Dorwin CARTWRIGHT 

Director of the Research Center for 

Group Dynamics of the University of 

Michigan 


Mass Communications Research, 
Predicting Who Will Be Informed 
About Government, by CuHar es E. 
SWANSON & AssociATES, Research Divi- 
sion — School of Journalism, Univer- 
sity of Minnesota. 

HIS REPORT is one of several on Mass 

Communications Research conducted 
under a contract from the Office of 
Naval Research. 

The study undertakes to classify news 
about government, international, nation- 
al and local, as a basis for determining 
readership of news about government. 
Two information tests were developed— 
one called a Names Test which required 
matching the name of an individual with 
a statement of his identification, usually 
his title, and the other an Events Test, 
or multiple choice test, covering pro- 
minent current events about govern- 
mental happenings. 

A sampling of Minneapolis residents 
were interviewed on four separate occa- 
sions during the months of April and 
May, 1950. These four interviews yielded 
data on readership news about govern- 
ment in two separate issues of the 
“Minneapolis Star,” scores on the in- 
formation tests, disguised intelligence 
measures of the respondents, certain 
attitude responses, and indices of the 
extent of exposure to all mass media 


and certain demographic data on the 
respondents. Through a correlation anal- 
ysis, the extent to which combinations 
of variables would predict scores on the 
information tests were computed and the 
variables accounting for the most vari- 
ation in the information tests were de- 
termined. The computation of multiple 
regression coefficients for prediction pro- 
vided the basis for the title of the report. 

The acceptable statistical procedures 
for choosing the sample, for analyzing 
the items of the information tests, and 
for determining the significance of the 
different variables, both singly and in 
combination, were rigorously followed. 

Since the validity of the conclusions 
depend almost entirely on the informa- 
tion tests (as the criterion variable) it 
seems appropriate to examine critically 
both the test items, their source and any 
bias that may have been introduced in 
the original selections. 

The goals of the study demanded that 
the information tests deal with current 
happenings. Consequently, newspapers, 
news magazines and the “New York 
Times” Sunday Magazine published dur- 
ing January, February and March, 1950 
were examined for names mentioned 
prominently and for prominent events 
given a large amount of news space. In 
thus selecting the items a bias was intro- 
duced in terms of the major interest and 
motivations of the editors in selecting 
the news personalities or events and in 
the prominence given them. Although 
such a bias is inevitable, the investiga- 
tors make no mention of such bias nor 
do they qualify some of the correlations, 
such as the one with sex, which they 
obtain as being related to this bias of 
item selection. It would be expected that 
a names test or events test, developed 
from such material, would be focused 
toward materials of greater interest to 
men in the upper-income-education 
groups since this is the group which 
most closely identifies with editors in 
their way of life, interests, areas of 
striving, security and insecurity, etc. 

The information tests do not seem 
sufficiently varied in the character of 
news which they tested. The Names Test 
which merely tested ability to identify 
a given governmental figure does not 
sample directly the important functional 


elements of news about government, 
namely: “what is going on and its rela. 
tion to decisions I have to make.” Fur. 
thermore, results on such a test may not 
correlate with data on this more essen- 
tial type of information. The Events Test 
would be expected to supply this need, 
but of the 12 items included in the test, 
five require the memory of figures hay- 
ing to do with expenditures, revenue and 
budgets and one is a Names Test item in 
a multiple choice form. 

Because of these basic limitations in 
the selection of the test molds and the 
items included, many of the subsequent 
conclusions are of doubtful significance. 

It would seem to this reviewer that 
much more significant and serviceable 
findings would have resulted from the 
meticulous statistical analysis if the tests 
had been of a more varied form and the 
items had been selected in terms of the 
areas of security, interest and experience, 
in other words, the way of life of the 
persons to whom news is directed. 

MAYHEW DERRYBERY 

Chief, Division of Public Health 

Education, Federal Security Agency 
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..both on your part and ours...to deter- 
mine profitable uses for Veeder-Root 
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This index lists the articles that appeared during the 
calendar year 1950 in Volume XV, Nos. 1-12. 


Since it was decided to list each article under only one 
subject, using as few headings as possible, classification 
by subjects had to be done arbitrarily. 


Every article except miscellaneous features has been 
indexed according to author, title, and subject. 


Early in 1952, it is planned to publish a supplementary 
index for 1951. 
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(Including papers published in the Proceedings of SAM’s 1949 Annual Conference, November 1949, and 
Proceedings of SAM’s Fifth Annual Time Study and Methods Conference, April 1950.) 


HOW PROCEEDINGS ARE SHOWN— 


The references to articles which appear in the pub- 
lished Proceedings of SAM Conferences are indicated 
by — Proc. 1949, Nov. — which refers to the Proceed- 
ings of the 1949 Annual SAM Conference, November, 
1949, or — Proc. 1950, Apr. — which refers to the Fifth 
Annual Time Study and Methods Conference, April 1950. 


To facilitate reference work, material which was pub- 
lished in the Proceedings is included in this index. 


Work Together for Full Production Nov 


Allen, Louis A. ......... Successful Programs Must be Sold to Management Jun 
Apple, James M. ............. Setting Standards on Paced Jobs—Proc., 1950 Apr 
Baker, Helen ................. Review of Labor Economics and Labor Relations 
Lloyd G. Reynolds May 
Review of Economics of the Labor Market 
Joseph Shister May 
Baldwin, E. N. (co-author) ........ Functional Group Report on Production Jul 
The Impact of Korea on American Economy Aug 


Barnes, Ralph M. . Design For A Methods Training Course—Proc., 1950 Apr 
Barnes, Ralph M. (co-author) 
Industrial Application of Ratio-Delay Method 1.—Aug 


II.— Sep 
Barthen, E. ....... Review of Poor’s Register of Directors and Executives 
1950 Edition Feb 
Baruch, Bernard ........... The Impact of Korea on the American Economy Aug 
Beach, C. K. (co-author) 

Executive Development Through Colleges and Universities Dec 
Business Contact Group Report on Government Jul 
Review of Public Administration 

Herbert A. Simon, Donald W. Smithburg and Victor A. Thompson Oct 
Bird, Dillard E. — Editorials ..............cccccccseseeeee Jan, Feb, Mar, May, Jun 

Jul, Aug, Sep, Oct, Nov 
Increasing Productivity Through Better Methods 


Proa, 1949 Nov 

Blank, H. E., Jr. ..... The Potentials of Automatic Methods—Proc., 1950 Apr 
Bowman, Raymond T. 

Overall Vs. Individual Enterprise Approach to Economic Problems Nov 


Dan Business Contact Group Report on Agriculture Jul 
Functional Group Report on Distribution Jul 
Brush, W. H., hag Lick Business Contact Group Report on Manufacturing Jul 
Brush, Wm. PS saseisdcuceucs Coordinating Manufacturing with Sales, 
SAM Manufacturing Committee Report Jul 
The Man Who Analyzed Work Dec 
Burns, Wm. J. (co-author) ..... Reducing Costs in a Service Business I.—May 
I.— Jun 


Byrne, Howard E. (co-author) 
Business Contact Group Report on Utilities Jul 


Incentives for Cost Control Mar 

Why Neglect Incentives?—Proc., 1949 Nov 

Cease, Start ............50. The Impact of Korea on the American Economy Aug 

Roger Burlingame Feb 

Review of U. S. A.: Measure of A Nation 

Rudolph Modley and Thomas R. Carskadon Apr 

Cooper, BR: Conrad. «.........052 Basic Policy for Time and Methods Studies Apr 


Correll, Donald S. (co-author) 
Industrial Application of the Ratio-Delay Method I.—Aug 


II— Sep 
Review of Making Work Human 
Glen U. Cleeton Feb. 
Modern Quality Control Dec 
Davis, Ralph C. ....... Review of The Scientific Appraisal of Management 
Jackson Martindell Sep 
Davison, Eloise E. ............. Business Contact Group Report on the Home Jul 


Dernberger, W. J. .......... A Management Concept of Materials Handling May 


|. AUTHORS 


Drucker, Peter ......... The Human as A Tool of Production 
DuBois, T. Randall (co-author) . 
Dutton, H. P 


-Proc., 1950 
.. Method Analysis by Motion Pictures Apr 
Psstesteathpateetinirs Review of Managerial Planning and Control 

Billy E. Goetz Feb 
Review of The Engineering of Organization 
and Management—Robert Teviot Livingston Apr 
. Functional Group Report on Industrial Engineering Jul 


Eddy, James H. . 


. How Profits Change With Prices and Volumes Jan 
Review of Administration -— Albert Lepawsky Dec 
Folsom, Frank M. ............. ..... Centralized Procurement Responsibility Dec 
Frutkin, Arnold W. ......... Current Trends in Negotiated Pension Plans Sep 


Faller, D. .....:.....:... 


1950 Management Forecast Jan 
Gardner, Fred \V. .... 


; Manageme nt Looks at the Break-Even Point 

Proc., 1949 Nov 
. Selling Quality Improvement to Employees Sep 
Gryna, Frank M., Jr. Siieteas ..... Review of A Work Measurement System. 

Dez velopment and Use, (A Case Study)—Bureau of the Budget Oct 
Learning Curves on Log-Log Paper Apr 
Hagen, James A. .Time and Methods Study in Heavy Industry Apr 
Hartogensis, Alwyn M. .. Budget Navigation by Dead Reckoning May 
Private Enterprise Regained Jan 
Hazlitt, Henry The Impact of Korea on the American Economy Aug 


Henderson, Current Sales Forecasting Procedures Jun 
Henry, Wm. . (co-author) ............... Industrial Use of Personality Tests Nov 
Hood, Impact of Taxation on Production and Jobs Oct 
Horn, Dynamic Group Management Feb 
Planning for National Security Sep 
A Fair Day’s Work—Proc., 1949 Nov 
The ‘Impact of Korea on the American E conomy Aug 
Joseph Functional Groups, Annual SAM Report Jul 
Hurst, R. F. (co-author) .... Functional Group Report on Production Jul 


Hurst, Russel F, . Review of Production Planning and Control 
Thomas M. Landy Nov 


Hyde, Howard K. .. Size and Effectiveness—An Administrative View Jan 


Imberman, A. A. .............. Personalities in Labor-Management Conflicts Dec 
.... Functional Group Report on Finance Jul 
Johnson, Arno H. ........ The Impact of Korea on the American Economy Aug 
Jones, Thomas Roy ..... Can Management Sell Ideas as Wellaas Products? Feb 
Jones, W. Dale ................. Simplified Incentives for Multiple Production Jun 
Better Quality is a Tool for Competition 


Proc., 1949 Nov 


Juraschek, F. ... Commercial Research—A Key to Management Planning May 


Keener, Sound Human Relations—The Only Way 
To Be Competitive—Proc., 1949 Nov 
Keyserling, Leon H. ..... The Impact of Korea on the American Economy -Aug 
King, Paul A. ....... Labor Roundup Jan, Feb, Mar, Apr, May, Jun, Aug 
Human Factor in Business Expansion Abroad May 
Knapp, Mark . . Review of Layout Planning Techniques--John R. Immer Dec 
Kriesberg, Martin ....... Executives Evaluate Administrative Conferences Mar 
Industry's Stake in Public Relations Aug 
Lazarus, POW. Fe dsicsisnn The Nature of Stop Watch Time Study Errors May 
Lynch, "Herbert Rating of Time Studies—Proc., 1950 Apr 
Mapel, Eugene B. .............-.-. Revitalizing Sales in a Competitive Market 
Proc., 1949 Nov 
Martindell, Jackson. ...................0 Management’s Common Denominators Mar 
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Martindell, Jackson ...... The Impact of Korea on the American Economy Aug 1950 Management Forecast Jan 
cS | aes How Many Machines Per Man?—Proc., 1950 Apr Roos, Charles F. .......... The Impact of Korea on the American Economy Aug 
MacCrehan, W. Incentives for Quality Apr Sampson, Robert C. (co-author) 
MacKenzie, Richard S. ....Business Contact Groups Annual SAM Report Jul Business Contact Group Report on Utilities Jul 
Mazur, Economic Puritanism: Fact or Fiction Dec 1950 Management Forecast Jan 
1950 Management Forecast Jan Schoeller, V. Donald ......... Methods Training in Educational Institutions Aug 
McGrath, William L. ... 1950 Management Forecast Jan Schulz, C. Edward (co-author) 
1950 Management Forecast Jan Professional Contact Groups Annual SAM Report Jul 
Mee, John F. (co-author) Materials Handling: An Important 
Professional Contact Groups Annual SAM Report Jul Tool of Cost Reduction—Proc., 1949 Nov 
obert wls un eview of International Association o 
Inequities in Incentives—Proc., 1950 Apr Department Stores — H. Nov 
eg rere ig Business in Small Plants Dec Seidl, Julius C. G. ................ Review of Manpower Economics and Labor 
Monroe, Willys H. ...... Review of Problems in sates Administration Problems — Dale Yoder Nov 
; ichard P. Calhoon Aug Seidl, Julius + | Se Review of Labor Dictionary—P. H. Casselman Nov 
Moore, David G. ................ Review of Shapiro, R. B. (co-author) ...... Reducing Costs in a Service Business I.—May 
, _ Raymond W. Peters ec II.— Jun 
Moore, Geoffrey He ........:.000 cece Keeping Up with the Business Cycle Aug Shartle, Carroll L. ......... Leadership Aspects of Administrative Behavior Nov 
Moore, Harriet B. (co-author)............[ndustrial Use of Personality Tests Nov OR SOS Every Man an Enterpriser Aug 
Moore, Herbert J. ................. Setting A Shister, of Cases on Labor Relations 
— * pr Neil W. Chamberlain and H. Shulman Jan 
ulligan, raul BD. ......... etting Standards on Office Work—Proc., pr Smiddy, Harold F. ..................... Managers and Cost Control—Proc., 1949 Nov 
Time Study Research—Rating I.— Jun Smiddy, Harold F. 
s d Adj —e He anagement Research and Development Division, Annual Report Jul 
econeery IV — Smiddy, Harold F. ............... — of The New Society: The Anatomy 
of Industrial Order — Peter F. Drucker Jun 
Nissley, Harold R. ........ New Concept of “‘A Fair Day’s Work” Jan 
y H R Revi 950 Management Forecast Jan 
Nissley, Harold R. .................. eview of Films in Business and Industry SS | eee The Impact of —- on the American Economy Aug 
N H D C b Henry Clay Gipson May Stone, N. I. Review of What Every Corporation Director Should Know— 
olen, Herman C. ................. ecreasing Costs by Increasing — _ Nov A Handbook for the Corporate Executive — Percival E. Jackson May 
Norton, Raymond P. ......... alta, Work Simplification Helped Imp 1949 — Tead, Ordway ..... Review of Use With Caution Profit Sharing Manual 
Olender, Joseph . _Stecting Production with Modern Transfer Equipment Oct . Council of Profit Sharing Industries Feb 
Real Wages: A Yardstick of Progress Nov Van Ark, Gordon (co-author) 
Phy, E. Lester (co-author) . Progress Report on Office Standards Project Sep Why More Industrial E ngineers Don’t 
Oe) ae Incentive Management and Profit Sharing Oct Get Into Top Management—Proc., 1949 Nov 
Pitfield, R. L. ...... Review of Handbook of Advanced Time-Motion Study Wampler, NN aaah acntesadatuasaiss The Business Outlook—Proc., 1949 Nov 
L. Arthur Sylvester May Whitlock, John ER Se ee ee Management of Maintenance Jun 
Planty, Earl G. (co-author) H. H. Whitmore ..... Maintaining Standards Under Changing Conditions 
Executive Development Through Colleges and Universities Dec Proc., 1950 Apr 
Porter, Kendrick Functional Group Report on Administration Jul TN a ceshcticsainsiemioiasvensncbannverenats Cooperative Policy Feb 
Presgrave, Ralph ...........c:c:00000000- Application of Allowances—Proc., 1950 Apr Williams, Alfred H. ...... The Impact of Korea on the American Economy Aug 
Presgrave, Ralph .................... Review of Fatigue Allowance in Industrial Creative Leadership Sep 
Time. Study — Matthew A. Payne Aug Ve eee Basic Principles for Effective Communications Sep 
1950 Management Forecast Jan 1950 Management Forecast Jan 
Quigg, James W.. ........ Increasing Office Productivity Through Training Oct Wilson, Leroy | eee ...+.1950 Management Forecast Jan 
Rankin, Balancing Loads and Incentives on Woodley, Charles Improving Methods On 
1950 Apr roc., pr 
Rathe, Alex W. (co-author) Progress Report on Office Standards Project Sep Zander, Alvin .....°...... Resistance to Change—Its Analysis and Prevention Jan 
S's Methods-Time Measurement—Proc., 1950 Apr Zimmerman, R. R. ........... Functional Group Report on Human Relations Jul 
Rogers, Donald I. ........ The Impact of Korea on the American Economy Aug Zulauf, Harold _ SARL REAR SCS Waae Administration—Proc., 1950 Apr 
ll. TITLES 
pplication o | aS eae alph Presgrave—Proc. 1950 Apr c. Beach, Earl G. Planty and Gordon Van Ark ec 
Balancing Loads and Incentives on Group Activity............. R Rankin Executives Wane Administrative “Howe Pr 
roc. 1950 Apr ennett owe—Proc. 1949 ov 
Barren Victories and Big Little Things— Editorial .......... Dillard E. Bird Nov Fallacies in Job Evaluation J. Knight Jun 
Basic Policy for Time and Methods Studies ................ R. Conrad Cooper Apr Functional Groups—Administration ....................00. ee Kendrick Porter Jul 
Basic Principles for Effective Communications ........... Ivan L. Willis Sep Functional Groups, Annual SAM Report .............. Joseph O. P. Hummel Jul 
Better Quality is a Tool for Competition .. Joseph M. Juran—Proc. 1949 Nov Functional Group Report on Distribution ........0000.000... .. Bishop Brown Jul 
ottom-Up Management... ..... 0... ‘m. B. Given, Jr. eb unctional Group Report on Industrial Engineering ....... ames y u 
Budget Navigation by Dead Reckoning Alwyn M. Hartogensis May Functional Group Report on Finance ............0.........cccccesceeeeees C.C. James Jul 
Business Contact Groups Annual SAM Report .. Richard S. MacKenzie Jul Functional Group Report on Production FE. N. Baldwin and R. F. Hurst Jul 
Business Contact Group Report on Agriculture .................. Dan F. Braum Jul Getting Results Through People ................0 20... Thomas G. Spates Oct 
Business Contact Group Report on Commerce _............... Marie P. Sealy Jul How Many Machines Per Man? ....... ... ..... M. F. Macaulay—Proc. 1950 Apr 
Business Contact Group Report on Government ............... H. E. Becknell Jul How Profits Change With Prices and Volumes .................. Verl L. Elliott Jan 
Business Contact Group Report on the Home ............. Eloise E. Davison Jul How Work Simplification Helped Improve 
Business Contact Group Report on Manufacturing ....... W.H. Brush, Jr. Jul Our Human Relations Program _..... Raymond P. Norton—Proc. 1949 Nov 
Business Contact Group Report on Utilities Human as A Tool of Production, The . . Peter Drucker -Proc. 1950 Apr 
usiness Outlook, . Cloud ampler—Proc. 1949 ov Impact o orea on the American Economy, ... Leo Barnes ug 
Can Management Sell Ideas as Well as Products? ..... Thomas Roy Jones Feb Impact of Korea on the American Economy, The ......... Bernard Baruch Aug 
Centralized Procurement Responsibility .......... 0 ......... Frank M. Folsom Dec Impact of Korea on the American Economy, The ............. Stuart Chase Aug 
rank illey eb Impact of Korea on the American Economy, ughes ug 
Coordinating Manufacturing ‘with Sales, SAM Manufacturing Impact of Korea on the American Economy, The .... —_ H. Johnson Aug 
Committee Report ..... .. . Wm. H. Brush, Jr. Jul Impact of Korea on the American Economy, The ... Leon H. Keyserling Aug 
Fred N. Hornbruch, Jr. Jan Impact of Korea on the American Economy, The ..... Jackson Martindell Aug 
EE A re Williams ep Impact of Korea on the American Economy, The ......... har 3 oos Aug 
Current Sales Forecasting Procedures __....... .... Robert D. Henderson Jun Impact of Korea on the American Economy, The ..... . I. Stone Aug 
Current Trends in Negotiated Pension Plans ........... Arnold W. Frutkin Sep Impact of Korea on the American Economy, The . .. Alfred Hn Williams Aug 
Decentralized Forms Control . AR Ste ee ae ae Robert W. Pearson May Impact of Taxation on Production and Jobs .............. Clifford F. Hood Oct 
Decreasing Costs by Increasing Unit Sales .....ccecscese.- Herman C. Nolen Improving Methods On Indirect Work . Charles A. W oodley- -Proc. 1950 Apr 
Proc. 1949 Nov J. F. Lincoln Feb 
Design For A Methods Training Course ....................... Ralph M. Barnes Incentive Management and Profit Sharing ...................... Thomas P. Pike Oct 
Proc. 1950 Apr Incentives for Cost Control ...................::::000 ; Phil Carroll Mar 
Dynamic Group Management Raymond E. Horn Feb W. H. MacCrehan, Jr. Apr 
Economic Outlook for 1950 ...... Leo Cherne Jan Increasing Office Productivity Through Training ......... James W. Quigg Oct 
Economic Puritanism: Fact or Fiction .. diudiainledernnitds Paul M. Mazur Dec Increasing Productivity Through Better Methods ......... H. E. Blank, Jr. 
Every Man an Enterpriser ...........:c.c:cccscssscseseseseceeseeseees Lansing P. Shield Aug Proc. 1949 Nov 
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Industrial Application of the Ratio-Delay Method 
Ralph M. Barnes and Donald S. Correll, I.— Aug 
I 


I.— Sep 

Industrial Use of Personality Tests Wm. E. Henry, and Harriet B. Moore Nov 
Industry’s Stake in Public Relations ..........0000..c0cccc Leroy H. Kurtz Aug 
Inequities in Incentives ..........cccccccccseeeeseee: William J. Millet—Proc. 1950 Apr 
Keeping Up with the Business Cycle .............0..cc:cc000 Geoffrey H. Moore Aug 
Apr, May, Jun, Aug 

Leadership and Values — Editorial ......0...0...ccccccceeseeeeeeees Dillard E. Bird Jan 
Leadership Aspects of Administrative Behavior ..........Carroll L. Shartle Nov 


Learning Curves on Log-Log Paper J. R. Hadley Apr 
Maintenance Management 
Maintaining Standards Under Changing Conditions ...... H. H. Whitmore 

Proc. 1950 Apr 
Man Who Analyzed Work, The .................:c.ccccccceseeeeeeeee Roger Burlingame Dec 
“*M’’—-Management (Men, Methods, Materials — Editorial) 

Dillard E. Bird Oct 
W.J. Dernberger May 
Alex W. Rathe Mar 
Walter D. Fuller Jan 
1950 Management Forecast ..............cccccccsscsceesesseeeeeees Joseph H. McConnell Jan 
1950 Management Forecast .................-ccsssscsssssrsscsersees William L. McGrath Jan 
1950 Management Forecast Neil H. McElroy Jan 
1950 Management Forecast Harold G. Moulton Jan 
1950 Management Precast Marcus Nadler Jan 
1950 Management Forecast ................:sccsesccssesessseseseeeseeceees Gwilym A. Price Jan 
1950 Management Forecast ... Charles F. Roos Jan 
1950 Management Forecast ................ PETS Charles Sawyer Jan 
Management Porvecast C. R. Smith Jan 
1950 Management Forecast Herman W. Steinkraus Jan 
1950 Management Forecast .................cccccseesccscsseseeenssccceeee Leroy A. Wilson Jan 
1950 Management Forecast ................ccc:ccccsssssseeessscesssseceees Robert R. Young Jan 
Management Implies Leadership — Editorial .................... Dillard E. Bird Aug 
Management of Maintenance .....................scccsssscessesnecseeses John B. Whitlock Jun 
Management Looks at the Break-Even Point ................ Fred V. Gardner 

Proc, 1949 Nov 
Management Research and Development Division, Annual Report 
Harold F. Smiddy Jul 
Management’s Common Denominators ....................0 Jackson Martindell Mar 
Managers and Cost Control ...................... Harold F. Smiddy—Proc. 1949 Nov 
Materials Handling: An Important Tool of Cost Reduction 
Otto G. Schwenk—Proc. 1949 Nov 


Management Concept of Materials Handling, A 
1950 Management Forecast .... 


Materials Management ...................scccssscsssseeesseenseeenecereeees Stanley E. Bryan Apr 
Method Analysis by Motion Pictures .................cc00000008 T. Randall DuBois 

and Wm. A. Vogler Apr 
Methods-Time Measurement ..........................4. Robert C. Rick—Proc. 1950 Apr 
Methods Training in Educational Institutions .......... V. Donald Schoeller Aug 
Modern Organization Theories .................:cccssceceeesseeeeeees Herbert A. Simon Oct 
Nature of Stop Watch Time Study Errors, The .......... Irwin P. Lazarus May 


New Concept of Fair Day’s Work” Harold R. Nissley Jan 
Organizing for Competition .0....00..000000..... Claude V. Swank—Proc. 1949 Nov 
Overall vs. Individual Enterprise Approach to Economic Problems 

Raymond T. Bowman Nov 
Personalities in Labor-Management Conflicts ................ A. A. Imberman Dec 
Philosophy of the Society’s Founders, The —- Editorial ... Dillard E. Bird Jun 
Planning for National Security ..... ........... .... Hubert E. Howard Sep 
Potentials of Automatic Methods, The ....... H. E. ‘Blank, Jr.—Proc. 1950 Apr 
President's Annual Report Dillard E. Bird Jul 
Principles vs. Techniques —- Editorial Dillard E. Bird Jul 
Private Henry Hazlitt Jan 

Professional Contact Groups Annual Report John F. Mee 
and C. Edward Schulz Jul 

E. Lester Phy 
and ar W. Rathe Sep 


Progress Report on Office Standards Project 


Putting the Man Into Management ..................c:cccccccccseeeeeeseeees W. Stein Feb 

Rating of Time Studies ........... Herbert A. Lynch, 1950 Apr 

Real Wages: A Yardstick of Wm. A. Patterson Nov 
Reducing Costs in a Service Business .............cccccccccccceseeseeee Wm. J. Burns 

and R. B. Shapiro I.—May 

I.— Jun 
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As everybody knows, an executive has practically nothing 
to do. That is except: 

To decide what is to be done; to tell somebody to do it; to listen 
to reasons why it should not be done, why it should be done by 
somebody else, or why it should be done in a different way, and to 
prepare arguments in rebuttal that shall be convincing and con- 
clusive — 

To follow up to see if the thing has been done; to discover that it 
has not been done; to listen to excuses from the person who should 
have done it and did not do it — 

To follow up a second time to see if the thing has been done; to 
discover that it has been done but done incorrectly; to point out 
how it should have been done; to conclude that as long as it has 
been done, it may as well be left as it is; to wonder if it is not time 
to get rid of a person who cannot do a thing correctly; to reflect 


WHAT DOES AN EXECUTIVE DO? 


that the person in fault has a wife and seven children, and that 
certainly no other executive in the world would put up with him for 
a moment; and that, in all probability, any successor would be just 
as bad or worse — 

To consider how much simpler and better the thing would have 
been done had he done it himself in the first place; to reflect sadly 
that if he had done it himself he would have been able to do it 
right in twenty minutes, but that as things turned out he himself 
spent two days trying to find out why it was that it had taken 
somebody else three weeks to do it wrong; but to realize that such 
an idea would strike at the very foundation of the belief of all 
employees that an executive has nothing to do. 


From “Leading and Managing Men,’ By Douglas Lynch. This 
excerpt is attributed to F. F. Beirne. 
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